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A STATE BOND POOLING AUTHORITY FOR CALIFORNIA: 
PIPE DREAM OR REALITY? 
On Wednesday, October 28, 1987, the Senate Local Government 
Cownittee held an interim hearing in Irvine, California to 
consider whether the Legislature should create a state bond 
pooling authority. Senator Bergeson, Committee Chairman, called 
the hearing specifically to review her Senate Bill 1295. It 
proposed creating the California Local Government Infrastructure 
Finance Authority. 
Senator Bergeson presided over the hearing. Other Senate Local 
Government Committee members in attendance were Senator Cecil 
Green and Senator Newton R. Russell. Approximately two dozen 
people joined the Senators to hear nine witnesses explore the 
pros and cons of SB 1295. The hearing began at 10:00 a.m. and 
concluded at 3:30 p.m. 
This staff summary reports who spoke, summarizes their views, and 
includes their prepared statements. The background staff report 
is also reprinted. It includes the complete text of SB 1295. 
WITNESSES 
Honorable Dan Young* 
Mayor, City of Santa Ana 
Paul C. McDonnell* 
Smith Barney, Harris Upham & Co. Incorporated 
Joe E. Forrester* 
Dewey, Ballantine, Bushby, Palmer & Wood 
Richard Swanson 
Deloitte Haskins & Sells 
Ashford Wood 
Paine Webber, Inc. 
Theresa Molinari* 
State Treasurer's Office 
Michael Bernick* 
State Controller's Office 
Steve Swendiman* 
County Supervisors Association of California 
James R. Harrington* 
League of California Cities 
[* - See written material reprinted in this report] 
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INTRODUCTORY COMMENTS 
Senator Bergeson opened the Committee's hear g expla why 
she introduced SB 1295 She commented that "we have to find more 
ways for our smaller communities to finance the sewers and roads 
needed to sustain economic development. State bond banks which 
'pool' local debt are one promising way to lower local borrowing 
costs with minimal state oversight or expenditure." 
Bergeson stated that the hearing would a much needed 
opportunity to explore a key issue: what amount of involvement 
should the state have in any future local bond pooling effort? 
She also referred to the background staff report prepared for the 
Committee's hearing which found that: 
• Other state bond banks have saved local governments many 
millions of dollars. 
• SB 1295 is a modest proposal comparison to the 
operation of many of these existing banks. 
WITNESSES REMARKS 
The lead witness, Santa Ana Mayor Dan Young told the Committee 
how a local elected official views the infrastructure problem. 
Mayor Young chronicled the strains on Orange County's infra-
structure from population growth, lack of funds, and the 
-migration of commuters from San Diego County. As an example, 
he said Santa Ana has turned increasingly to tax increment funds 
as a way to finance needed frastructure in redevelopment areas. 
Senator Russell voiced his concern that s was a "misuse of 
redevelopment funds." Senator Green cautioned that "redevelop-
ment agencies are not as rich as people nk" and that 
redevelopment money "should not be relied on." 
As a solution, Mayor Young cal for more financ l assistance 
from the state and federal governments. He specif lly 
recommended "that SB 1295 be amended to add a state matching fund 
of 50% on local government infrastructure projects.'' Further, he 
suggested that California use this approach to sol it the aid of 
the federal government to provide additional funds. He termed 
his proposal an "intergovernmental plan" which involves the 
federal, state, and local governments in a working coalition. 
Senator Bergeson cautioned that the shift in responsibility for 
infrastructure finance from the federal and state governments to 
local governments is reality and that "more state funding is not 
likely." 
Paul McDonnell next gave Committee members an overview of 
existing infrastructure financing options. He noted some of the 
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criter , such as st rate cos and credit , ch 
local officials must weigh when choosing one local financing 
ion over another. To h " ed financing" is a partial 
on to in structure Echoing Mayor Young's 
comments, he sa the ultimate solution is a "revenue source 
combined with a pooled mechanism." McDonnell also noted the 
benefits of "pool " It produces economies of scale and offers 
opportunities for credit enhancement the form of either pooled 
security, a reserve fund, or bond insurance. 
Senator Green agreed that SB 1295 is a "small step". As an 
illustration, he compared the bill s $500 million debt limit with 
Orange County's estimated $1.1 bill in unfunded transportation 
projects. He further commented that we are "reaching the limits 
of Proposition 13" and that we need to find programs "within its 
spirit." 
The remainder of the hearing focused on SB 1295 and related 
issues raised in the background staff report. Financial experts 
told Committee members how the bond bank would work. Then 
representatives from the State Treasurer's Office and State 
Controller's Office offered their perspectives. Lastly, county 
and city representatives described their successful experiences 
with bond pooling. These sses generally supported SB 1295 
and even urged that the bill be The most skeptical 
comments, however, came from the State Treasurer's Office and the 
how 
state 
deduc 
Supervisors Associ of Californ 
Forrester discussed 
affects the operation of 
"denial of interest 
obligations" and the 
ts 11 to the federal 
concerns. But despite these 
Alaska, Indiana, Maine, Nevada, 
all issued bonds this year. 
bank as did Texas, subject 
ForrestPr also stated that the more successful bond banks provide 
"affirmative credit support for the local governments partici-
pating in the program," although "nature of that credit 
support varies ly." He urged ttee members to add a 
"state-aid inte " sion SB 1295 like Michigan's to 
upgrade local governments' borro~ving capabilities. In the event 
of a local default, state which would otherwise go to the 
local government would be "applied satisfaction of the 
default." Answering a question Senator Bergeson, he said 
none of the existing banks has ienced a default. 
Next, Richard Swanson echoed many 
stated that use of Californ 's s 
Forrester's comments. He 
cred rating and its name 
4 -
local 
s ly. 
conflict with, their own 
their 
would 
ef 
costs 
t, rather than 
1 bonds. 
Ashford Wood told Committee members that smaller local govern-
ments (which SB 1295 targets) rece a lower cred rat now 
based on their population size, not the lity to repay debt. 
Jie strongly urged Committee members to SB 1295 to "lend 
the state's full faith and " As , he 
concluded that the 11 does not have 11 s to 
used on a wide bas s." 
The State's perspective. Theresa , Executive 
Secretary of the California Debt Advisory ssion in the State 
Treasurer's Office, zed the recent volume and types of 
debt issuance for local government. She noted that local debt 
made up 68% of the total debt issued 1986. Of the 
long-term debt, revenue bonds sent the with the 
highest volume ($4.8 bill ) 
participation ($4.4 bill ) . 
allocation bonds, tax obl 
(e.g., Mello-Roos bonds and trans bonds). 
of debt account between $1.0 billion and 
volume. In terms of what projects all this 
capital improvements 1 works 
, tax 
come next 
Each of these types 
$1.2 billion in 
f 
s . 
act local issuers 
joint 
rank order were 
s, and trans and 
Hol i added enactment the 1986 federal Tax 
Reform Act, two "bl " issues have been sold Cali a 
under the gu lines of the Marks-Roos Local Bond Pool Act of 
1985 (SB 17, Marks, 1985). The Assoc of Area 
Governments completed one issue and the League of California 
Cities' California Cities Finane (CCFC) completed 
the other. In a bonds are speci ing 
advance which or projects would be involved. 
Senator Bergeson and Senator asked several questions 
about ef t on state's rat if SB 1295 was 
amended to extend to participating 1 governments. 
Molinari commented that the Legislature want to we the 
effect such action could have on state's abil to borrow 
for other public purposes. Senator Russell vo grave concerns 
about any attempts to weaken state's strong credit rating. 
In response to SB 1295, Mol i noted that the proposal does not 
represent a new source of revenue. Instead, it sets up a 
financing mechanism to spread the costs of a facil over time. 
She cautioned Committee members to consider whether the bill's 
spec 1 debt reserve account could lead stars to think the 
state "was providing a credit back-s " She also po out 
She 
as the 
and 
ects, most 
largest and most 
financ c 
s . 
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Pooling Act of 1985. He noted that the real issue is the need 
for a "reliable revenue stream for debt " Like many of 
the witnesses before him, Harrington recommended that the state's 
credit rating be used. Specif 1 , he suggested a "self-
liquidating bond pool authority" which is financed through local 
debt-service payments, but ultimately the state s full 
faith and credit. 
Three conclusions 
witnesses: 
IN CONCLUSION 
the tes 
• Bond pooling can reduce local debt f 
f the n 
ing cost . 
• Bond pooling makes revenues go further, but the real 
problem is the need for more local revenue. 
• Without some of addit 
1295 does not of local s 
law. 
* * * 
1 enhancement, SB 
s over current 
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WELCOME TO THE SENATE LOCAL GOVERNMENT 
ON "A BOND POOLING AUTHORITY 
OR REALITY?" I AM SENATOR MARIAN 
BERGESON, CHAiill1AN OF THE COMMITTEE. 
WE ARE HERE TODAY AT MY TO LOOK AT THE MERITS OF 
CREATING A STATE BOND POOLING AUTHORITY. I INTRODUCED S.B. 1295 
BECAUSE I THINK WE HAVE TO FIND MORE WAYS FOR OUR SMAL~ER 
CO~~UNITIES TO FINANCE THE SEWERS AND ROADS NEEDED TO SUSTAIN 
ECONOMIC DEVELOPMENT. STATE BOND WHICH "POOL 11 LOCAL DEBT 
ARE ONE PROMISING WAY TO LOWER LOCAL BORROWING COSTS WITH MINIMAL 
STATE OVERSIGHT OR EXPENDITURE. 
I THINK THIS ISSUE IS VERY TIMELY. WITH CAPITAL MARKETS IN 
A STATE OF TURBULENCE, A CALIFORNIA BANK MIGHT REASSURE 
PRIVATE INVESTORS AND INTEREST THEM IN INVESTING MORE IN 
CALIFORNIA'S PUBLIC WORKS. 
WITH ME THIS MORNING ARE OTHER MEMBERS OF THE SENATE LOCAL 
GOVERNMENT CO~~ITTEE SENATOR FROM NEARBY NORWALK 
AND SENATOR NEWT RUSSELL FROM 
0 UR FIRST VJI TNE S S , -=MA=Y-=0-=R=-===--= 
US HOVl LOCAL 
FROM SANTA ANA, WILL TELL 
INFRASTRUCTURE PROBLEM. 
THEN PAUL MCDONNELL FROM SMITH BARNEY WILL GIVE US AN OVERVIEW OF 
FINANCING OPTIONS FOLLOWING HIS EX 
PRESENTATION, WE WI DEVOTE THE REST OF THE HEARING TO MY S B. 
12 5. 
A ISTINGUISHED PANEL OF FINANCIAL EXPERTS WILL TELL US HOW 
A CALIFORNIA REPRESENTATIVES FROM THE 
CONTROLLER'S OFFICE WILL GIVE 
AND CITY REPRESENTATIVES 
BOND POOLING. 
TREASURER S OFFI 
IR PERSPECT INALLY 
TALK ABOUT THEIR EXPERIENCES 
NOW TO THE SUBSTANCE OF WHY WE HERE TODAY. THE SENATE 
LOCAL HAS ACTIVELY WRESTLED WITH THE PROBLEM 
OF INSUFFICIENT INANCING FOR LOCAL PUBLIC WORKS SINCE 1983. 
TABLE I ON PAGE 4 THE STAFF REPORT REPORTS THE STATUS OF OUR 
OUR ACTIONS INDICATE THAT THE COMMITTEE HAS HISTORICALLY 
SUPPORTED INANC ~'JHICH LOCAL OFFICIALS A VARIETY 
OF WAYS TO PAY FOR CAPITAL IMPROVEMENTS LOCALLY -- WITH MINI~~L 
INVOLVEMENT FROM THE STATE. 
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BUT WHEN IT COMES TO BOND BANKS, THE LEGISLATURE HAS NEVER 
REALLY COJI.1E TO GRIPS WITH WHAT AMOUNT OF INVOLVEMENT THE STATE 
SHOULD HAVE. TODAY IS A LONG OVERDUE OPPORTUNITY TO DO JUST 
'rHAT. 
I WANT TO CALL YOUR ATTENTION TO OUR STAFF REPORT. IT 
DISCUSSES THE SPECIFICS OF MY BILL ON PAGES 9, 10, & 11. THE 
COMPLETE TEXT IS REPRINTED IN THE APPENDIX AND WE HAVE EXTRA 
COPIES WITH US HERE TODAY. 
WHEN I READ THE STAFF REPORT, I DREW 2 CONCLUSIONS: 
FIRST, BOND BANKS IN OTHER STATES HAVE SAVED LOCAL 
GOVERNMENTS MANY MILLIONS OF DOLLARS AND ARE QUITE ACTIVE. PAGES 
6, 7 & 8 TALK ABOUT THIS. ALSO, TABLE II ON PAGE 16 GIVES 
HELPFUL INFORMATION. 
SECOND, MY BOND BANK PROPOSAL IS MODEST COMPARED TO SOME OF' 
THE EXISTING BOND BANKS. IT IS LIMITED IN OF FUNCTION AND 
DEBT LIMIT, AS PAGES 8 & 9 DISCUSS. 
* * * 
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A STATE BOND POOLING AUTHORITY FOR CALIFORNIA: 
PIPE DREAM OR REALITY? 
California's infrastructure is budgeting's poor relation. Public 
works budgets get less attention le expenditures grow for 
other programs. Popular support dr s appropriations for law 
enforcement and fire protection. State and federal mandates keep 
spending high for health and welfare programs. Court orders 
require shifting scarce funds to jail construction. To pay for 
these higher costs, local officials have reduced infrastructure 
spending far below the levels needed to maintain, improve, and 
expand public facilities. They continue to worry that this 
neglect will hurt their other efforts to stimulate economic 
development. 
This situation shows no sign of reversing itself. Pressures on 
local officials to keep the operating budgets solvent will 
deter them from focusing on capital budgets. Until citizens 
rally against clogged sewers as do now for crime on the 
streets, there will be no popular support for local officials to 
s ificantly change pr 
Meanwhile, the federal government s commitment to infrastructure 
continues to decline both terms o direct aid and tax reform. 
Increasing , the for financ infrastructure is being 
redefined as a local responsibility. The State of California has 
also jo in s pol of "disengagement." Local governments 
must now contr share f the costs of highways and 
s ls facilities tradi lly were viewed as the 
s financ 1 respons ili 
Committee's interest. The Senate Local Government Committee 
has supported this policy shift. In 1983 and 1984, the 
Committee's Subcommittee on Infrastructure and Public Works 
tackled the problem of insufficient nancing. It held two 
special hearings where financial sors and local officials 
told the Committee that existing financing options needed 
fine-tuning and that more local options should be created. As a 
result, Committee members sponsored legislation and took an 
active role in reviewing other infra tructure bills. The policy 
that the state's role should be minimized guided their efforts. 
One financing option the Subcommittee studied was the formation 
of a new state authori to "pool" 1 bonds. Separate studies 
- 12 -
by both Governor Deukmejian's Infrastructure Task Force 
and the Assembly Of of Research (AOR) in 1984 also ted 
state bond pooling. (More details on their efforts can be found 
in the Committee's interim hearing report, Closing The Gap: 
Infrastructure Needs And Our Ability To Pay For Them, November 
27, 1984.) 
While the Task Force did not specify what degree of involvement 
the state should have in "pooling" local , AOR advocated a 
strong state role. The Senate Local Government 
supported a more limited role for the state as a financial 
intermediary in the bond market. The state 1 s f 1 
obligations must be minimal, local participation voluntary, and 
decisions on which jects were assisted made ally. 
But legislative attempts 1984 and 1985 to enact a state bond 
pooling authority failed. Meanwhile, the of ing 
local infrastructure continue to mount, legislative interest 
appears to be waning. In an effort to need for a 
state bond pooling author as one solution, Senator Mar 
Bergeson introduced Senate Bill 1295 1987. It proposed 
creating the California Local Government Infrastructure Finance 
Authority. 
When SB 1295 came be the Senate Local Government Committee 
this year, Senator Bergeson concluded that the should be 
explored in greater depth. Finane 1 sor told the 
that smaller communities could f from the reduced 
costs a state authority could several ttee 
members questioned the need. the Senate Local 
Government Committee, she cal hear on the 
bill. 
On October 28, the Senate Local Government Committee will hold an 
interim study hearing Irvine to cons whether the 
Legislature should create a state bond pooling authority. The 
hearing will also look at whether existing financing options are 
sufficient to finance local infrastructure needs. 
About this report. The next section of this report 
describes what progress the in g ocal 
off ials additional financing since the Committee's last 
infrastructure hear in 1984. Then the report turns to the 
topic of state bond banks and compares the ion of bond 
banks in ten other states. Final , the describes Senate 
Bill 1295 and raises issues the may wish to consider 
when it reconvenes in 1988. 
- 13 -
UPDATE ON LOCAL INFRASTRUCTURE FINANCING OPTIONS 
How 11 Californian's pay local public works? The 
Legislature has three basic choices. The first alternative calls 
for the state government to raise the needed revenues and then to 
allocate the funds to local agencies. This centralized approach 
has the advantage of using the state's highly rated credit to 
attract investors. But it requires tough political decisions on 
how to distribute the dollars. The second alternative suggests 
that the state government create a wide variety of methods for 
local officials to pay for their own public works projects. This 
decentralized approach neatly sidesteps the politically difficult 
problem of how to allocate dollars among competing local 
agencies. But it may limit local agencies' access to the best 
capital markets. This second approach is the one the Senate 
Local Government Committee has supported. 
The third approach, a state bond , is a hybrid of the first 
two. Although it has attributes of both, a state bond bank is 
neither completely centralized nor decentralized. Like the 
centralized approach, a bond bank creates state debt to fund 
local projects. But as with the decentralized option, a bond 
bank relies on local officials to issue the original debts and to 
select their own projects. 
Since 1984, the Senate Local Government Committee has passed all 
of the 22 bills it was assigned regarding local public works 
financing, except for SB 1295 ( son). Table I on page 14 
r s the status of this slative record. The Committee's 
actions suggest that generally favors a more decentralized 
approach over the centralized alternative. In fact, the 
slature has created four new ways for local of ials to fund 
their own projects, without direct state interference. 
But there are three ions to decentralized approach. 
For certa s of lit s, the state government has used 
i s bonding powers to raise money local projects. Voters 
have approved state bond issues to ld local schools, parks, 
sewers, and drink water systems. This traditional partnership 
between state and local governments suggests that for key types 
of public facilities there is political support for centralized 
funding. 
A second exception is state funding for local infrastructure to 
stimulate rural economic development In 1986, the Legislature 
enacted the McCorquodale-Nielsen-Hauser Rural Economic 
Development Act (SB 2117, Nielsen), commonly referred to as the 
"Rural Renaissance program." It created an infrastructure 
program in the state Department of Commerce to give rural 
counties and cities grants or loans. Starting this fiscal year, 
$20 million in state revenues is lable from the Special 
Account 
amount, 
and the 
re 
convert 
s 
excess of 
The islature 
workable and to 
l 
in 
and 
s 
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benefit assessments" to pay for pub works needed on 
undeveloped land. This year the slature expanded the 
Lighting and Landscaping Act of 1972 to include land acquisition 
for park, recreation, or open space (SB 837, McCorquodale, 1987). 
The total number and volume of spec 1 assessment bonds continues 
to grow. This year local governments have already issued 117 
bonds, totaling $473 million as of August 31. From 1984-1987, 
local governments issued 545 bonds, totaling $2.5 billion. 
New financing options. The Legislature has restored a local 
revenue source and created three others. All four options can 
fund a variety of infrastructure projects (e.g., sewers, roads, 
flood control). 
• Restoration of local general obligation bonds with 2/3 
voter approval for acquisition and improvements. The bonds are 
paid for by property taxes above the 1% property tax rate limit 
(ACA 55, Cortese, 1984). Cities, counties, and special districts 
can use this option which the voters approved as a cons tutional 
amendment in June 1986. 
When the voters restored the use of general obligation 
bonds, it was hailed as a major boost to local coffers. Prior to 
Propos ion 13, these bonds were the traditional way local 
governments financed their public works because they were the 
cheapest form of borrowing available. Out of 18 attempts to use 
local general obligation bonds, Cal-Tax News reported that voters 
approved eight measures and defeated ten, as of January 1987. 
Obtaining 2/3 voter approval is the major impediment to 
widespread use of this financing option. 
e Creation of senior obligation bonds with majority voter 
approval to pay for rehabilitation new community 
litation districts. The bonds are paid for by up to 25% of 
property taxes in the district, but thin the 1% property tax 
rate limit (SB 1322, Marks, 1985). ties and counties can use 
this option. 
e Expansion of limited obligation bonds with 2/3 voter 
approval for construction or improvements. The bonds are paid 
for by any local revenue source within the 1% property tax rate 
1 t (AB 1088, Cortese, 1985). Ci s, counties, and most 
recently, special districts, can use this option (SB 837, 
McCorquodale, 1987). 
• Creation of contingent assessments in new integrated 
financing districts to be used with special assessments or 
Mcllo-Roos districts (SB 282, Mello, 1986). Cities, counties, 
and special districts can use this option. 
is 
pooling 
b ll to set 
pool local 
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(AE 2641 
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to interest California officials because it can finance local 
infrastructure projects with minimal state expenditure and 
involvement. This option is consistent with the Legislature's 
policy of "disengagement." 
The ten existing state bond banks act as financial intermediaries 
between local governments and the credit market by "pooling" 
separate local bonds into a larger, single issue. This is 
commonly referred to as "bond pool 11 Typically the bank 
assembles a group of local bond issues, sells an issue of its own 
equal to the "pooled 11 amount, and then buys the local bonds with 
the pr9ceeds. None of these banks has direct costs to the state 
or a direct impact on ~he state's credit rating. 
The major attraction of bond pooling is lower borrowing costs for 
local governments than selling directly to an underwriter, 
particularly for small, infrequent and often unrated bond 
issuers. The savings result primarily from the transfer of the 
bond bank's credit rating to the local government, the economies 
of scale achieved by sharing issuance costs (e.g., bond counsel 
fees, underwriter costs), and the increase in both issue size and 
name recognition. According to a report prepared by Kidder, 
Peabody and Co. for the Governor's Infrastructure Review Task 
Force, a typical local government in California could put a $2 
million, 20-year bond in a "pool 11 and save $20,000 annually, or a 
total of $400,000. 
Upgrade in credit achieves greatest savings. In today's 
municipal bond credit market, demand is high for bonds with good 
ratings, name recognition, and issue size large enough to ensure 
market access. But a "market gap" separates major buyers from 
the majority of sellers who sell unrated bonds. A state bond 
bank can bridge that gap by upgrading the ratings of more local 
issuers. This is because local bonds sold under a state bond 
bank carry the bank's higher rating. According to John Nuveen & 
Co., an investment banking firm which has studied bond banks 
extensively, s "credit transference" works best in states 
where Moody's Rating Service has given state bonds a grade of 
Aaa. California's current rating from Moody's is Aa. It notes 
that the typical bond bank rating is 1/2 to 1% lower than the 
state's rating. Table II on page 16 lists the ratings of the 
existing bond banks. 
Reportedly an upgrade in a local government's credit rating can 
produce the greatest savings, particularly during tight credit 
markets when interest rates are high and marginally rated 
borrowers are forced to pay disproportionately more. John Nuveen 
& Co. estimates that the Maine Bond Bank, which is rated Aa, 
would have saved a local government with a Baa rating $121,577 in 
interest costs during 1985 on a $1 Ilion, 20-year bond issue. 
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Environmental Protect Agency for grants. Alaska buys local 
general obligation and revenue bonds for energy development 
projects. 
Administration of these banks is typically overseen by a three, 
five, or seven-member board of directors consisting of the State 
Treasurer, other state officials, and public members usually with 
public finance experience. Unlike the other states, both the 
Governor and State Attorney General sit on the Mississippi State 
Bond Bank. 
Table II on page 16 gives information on the banks' financing. 
Also, six of the ten operate under specified debt ceilings 
ranging from $90 million in Illinois to $800 million in Indiana. 
How security differs. All the banks issue only revenue debt 
which is payable either from debt service or other payments from 
local participants the banks receive. But the security on the 
debt differs. 
No bond bank securities are backed by the full faith and credit 
of their respective states (i.e., taxing power), except for New 
Hampshire. Instead most of the banks rely on state moral 
obligation pledges to maintain reserve funds at required levels. 
Eight of the banks reduce their exposure to this pledge by 
requiring state aid to be withheld case of default. 
A NEW BOND BANK FOR CALIFORNIA: SB 12 
An earlier section outlined the Legi lature's efforts to create a 
state bond pooling author in SB 1 66 (Marks, 1984) which 
Governor Deukmejian vetoed. Earl versions of the bill limited 
the types of indebtedness the authority could pool to special 
assessments, revenue bonds, and certificates of participation. 
The vers the Governor vetoed, which incorporated parts of AB 
2641 (Roos, 1984), the ity's powers to "pool" any 
indebtedness and to use up to $500 llion in state revenue bond 
proceeds to make loans to local governments for infrastructure 
projects. 
SB 1166 gave a seven-member California Infrastructure Bond 
Authority, chaired by the State Treasurer, discretion to fund 
unspecified local "public improvements," provided that "small 
projects" with significant public benefits received priority. 
The Legislature had already rejected AB 2641's proposal to use 
state obligation bonds for financing in favor of revenue bonds 
and added more local government sentatives to the 
Authority's membership. But the slature never clarified 
which facilities the Authority should fund and whether it should 
augment or replace funding from other state and local funding 
sources. 
The l 
counties, spec 
the 
1295 to create 
Finance Authori 
found in the 
• 
insurance 
rat_e swap 
Legislature: 
other state 
• The State Treasurer. 
• The State Controller . 
• 
Fund 
consisted 
s 
f 
frastructure 
1 1 95 can be 
and 
rs: 
e One city representative, who is an elected official 
appointed by the Governor from at least five nominations 
submitted by the League of Cali Cities, and is subject to 
Senate confirmation. 
e One county representative, is an elected official 
appointed by the Governor from at least five nominations 
submitted by the County Supervisors Association, and is subject 
to Senate confirmation. 
Each year the members select a chairperson from among 
who also selects the Authority's executive secretary. 
serve four-year terms and may send a voting alternate 
meetings. 
themselves, 
Members 
to the 
Financing. The Authority's basic funding source is its 
ability to issue up to $500 million in tax-exempt bonds for 
pooling local bonds. To meet its start-up costs, the Authority 
may borrow up to $175,000 from the General Fund or any special 
fund upon the approval of the Director of Finance. Any borrowed 
money must be repaid with interest. 
The State's full faith and credit is not pledged to protect the 
Authority's obligations. Revenues from the local bond issues 
(e.g., special assessments, project revenues) stand behind the 
bonds. 
SB 1295 creates the California Local Government Infrastructure 
Finance Authority Fund for the depos t of bond sale proceeds and 
to pay the debt service on any Authority bonds. The bill also 
sets up a Supplementary Debt Service Reserve Account in the Fund 
to secure the Authority's bonds, but provides no money for it. 
ISSUES FOR LEGISLATIVE CONSIDERATION 
A Committee members prepare for the October 28 hearing in 
Irvine, they may wish to consider several policy issues. Their 
responses and the witnesses' comment may lead to amendments to 
Senator Bergeson's SB 1295 when the Legislature reconvenes in 
January 1988. 
Is a state bond bank desirable? SB 1295 proposes a new 
state agency to help local governments finance a variety of 
infrastructure projects at reduced cost, many of which are 
unrelated to the traditional infrastructure needs created by new 
development. The bill also parallels the scope and procedures 
found in the Marks-Roes Local Bond Pooling Act of 1985. 
Both a state and local bond bank function in Indiana. California 
needs to assess what the proposed state bond bank authority can 
ccompli 
their own. 
ISSUE: WHAT CAN SHOULD, 
THAT LOCAL JOINT POWERS AGENCIES 
work 
smaller. 
ISSUE: CAN A TRADITIONAL BOND 
IN CALIFORNIA? 
Al 
f 
loca 
al 
from 
or other 
TO WHAT EXTENT DOES 
Another way 
guarantee local debt 
fa th and credit, another se s 
cover any bond losses. SB 
insurance the form o 
U1e stat(~' full 
amount of 
OWN? 
REDUCE COSTS 
% 
ta 
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amount available. That is, the Authority could set aside up to 
$2 million to pay the principal and interest on a $20 million 
local bond should the local government default. 
ISSUE: SHOULD THE LEGISLATURE SET UP A BOND POOLING AUTHORITY, 
OR REVOLVING LOAN FUND AUTHORITY, OR BOTH? 
ISSUE: SHOULD THE LEGISLATURE SET UP A BOND POOLING AUTHORITY TO 
GUARANTEE LOCAL DEBT? IF SO, TO WHAT EXTENT? 
Which local governments should be eligible? SB 1295 makes 
436 cities (98%) and 43 counties (74%) eligible for assistance. 
The number of special districts and joint powers authorities the 
bill affects are unknown. There are 4,200 special districts, 
excluding the 1,200 school districts. 
Because school districts are not expressly included in the 
definition of special districts and because school facilities are 
not one of the specified public infrastructure facilities, it 
appears the bill does not intend to apply to them. As state 
funds for schools decline and schools turn to local general 
obligation bonds and Mello-Roos bonds for financing, a bond bank 
may be able to reduce their borrowing costs. 
ISSUE: SHOULD SCHOOL DISTRICTS BE ELIGIBLE FOR ASSISTANCE FROM 
THE PROPOSED AUTHORITY? 
How should local governments be represented? Under SB 1295, 
the Governor appoints two elected officials, one representing 
counties and one representing cities. An earlier proposal would 
have included a county and city fiscal officer who could offer 
their expertise on local fiscal issues (SB 108, Marks, 1985). 
Nor are special districts represented on the new Authority even 
though they are eligible for assistance. 
ISSUE: SHOULD THE AUTHORITY'S MEMBERSHIP BE EXPANDED TO INCLUDE 
FISCAL OFFICERS AND SPECIAL DISTRICT REPRESENTATIVES? 
ISSUE: IF NOT, SHOULD FISCAL OFFICERS OR ELECTED OFFICIALS 
REPRESENT LOCAL GOVERNMENTS? 
*** 
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TABLE II: STATE BOND BANK 
DATE 
CREATED 
1969 
197 
1973 
1975 
1975 
1 7 .L 
1983 
1984 
198 
1985 
TOTAL BONDS 
ISSUED 
(mill 
$196.1 
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169.5 
198.5 
43.2 
17 • 7 
2. 1 
176. 
150.4 
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ISSUES 
25 
3 
36 
3 
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1 
8 
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AME~DED IN SENATE JUNE 15, HJ87 
AMENDED IN SENATE MAY 26, 1987 
AMENDED SENATE MAY 1987 
SENATE BILL No. 1295 
Introduced by Senator Bergeson 
March 6, 1987 
An act to add Chapter 7 (commencing with Section 
Part 1 of Division 2 of Title 5 of the Government ..._.'"' ..... '"'· 
to public and making an appropriation 
therefor. 
·LEGISLATIVE COUNSEL'S DIGEST 
SB 1295, as amended, Bergeson. Local government 
infrastructure finance. 
Nothing in existing establishes a state agency 
costs of public buildings and other infrastructure 
counties, 
would 
Finance Authority, by a 
r&>IT\f"f"\le" with prescribed membership. The authority 
to other 
assets and revenues or 
would 
obligations of the local a12:t~nc~v 
bill, the bill would create and continuously 
authority a 
Authority The bill would also 
establishment of one or rnore reserve accounts 111:-. 
obligations of authority 
and would be 
CALIFORNIA LOCAL GOVERNMENT 
INFRASTRUCTURE FINANCE AUTHORITY N co 
2 
fiduciaries and public agencies. 
The bill would empower to employ staff, as 
specified, and to employ legal with consent of the 
Attorney General. The bill would authorize the Director of 
Finance to advance $175,000 to the authority from any fund 
selected by the director for startup costs, to be repaid with 
interest. 
Vote: %. Appropriation: yes. Fiscal committee: yes. 
State-mandated local program: no. 
The people of the State ol California do enact as follow,s: 
l SECTION l. Chapter 7 (commencing with Section 
2 54750) is added to Part 1 of Division 2 of Title 5 of the 
3 Government Code, to read: 
4 
5 
6 
7 
8 
9 
CHAPTER 7. THE CALIFORNIA LOCAL GOVERNMENT 
INFRASTRUCTURE FINANCE AUTHORITY ACT OF 1987 
Article 1. 
part shall and may be cited as 
11 the California Local Government Infrastructure Finance 
12 Authority Actof 1987. 
13 54751. The Legislature finds and declares the 
14 following: 
15 (a) It is necessary for the preservation of the health, 
16 safety, and welfare of the people of California that basic 
17 public infrastructure facilities, improvements, structures, 
18 equipment, and mechanisms be provided, maintained, 
19 expanded, upgraded, and operated to support and 
20 promote the economic, social, governmental, and 
21 commercial endeavors undertaken within the state. 
22 (b) The economic prosperity, development, and 
23 growth of the state and the general health and welfare of 
24 its people depend upon a system of public infrastructure 
25 facilities which include public buildings, general 
26 administrative facilities, public parks and recreational 
27 facilities, facilities for the generation or transmission of 
28 electrical energy, solid or facilities, water or 
N 
\.0 
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1 wastewater facilities, illuminated local streets, roads, 
2 highways, and bridges, airports related 
~~ police and fire stations, public works facilities, public 
4 health facilities, criminal justice facilities, public libraries, 
5 public parking facilities, and certain other public 
6 improvements and furnishings and equipment related 
7 thereto. 
8 (c) A well-maintained and growing system of 
9 infrastructure facilities is necessary to the economic 
10 development and environmental protection of the state 
11 as a whole. 
12 (d) These public infrastructure facilities are 
1a interrelated among communities and regions within 
14 state and will become more so as demographic patterns 
cb.Q.nge, as various components of the economy become 
more interdependent, and as resources of 
air, and water become more scarce. 
(e) Existing sources of, 
19 state, and private 
20 infrastructure are inadequate to 
these facilities within the state. 
30 
the 
financing public infrastructure 
w 
0 
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1 infrastructure facilities is prohibitively high, discouraging 
2 development in these jurisdictions. 
3 (h) It is the intent of the Legi~lature in enacting 
4 chapter to prov.ide a financing mechanism to alleviate the 
5 problems outlined in this section. 
6 (i) The mechanism for financing public infrastructure 
7 facilities provided for in is in the public 
8 interest and serves a public purpose and will promote the 
9 health, welfare, and safety of the people of the state. 
10 54752. The following definitions shall govern the 
11 construction and interpretation of this chapter: 
12 (a) "Authority" means the California Local 
13 Government Infrastructure Finance Authority. 
14 (b) "Bonds" means bonds, notes (including bond, 
15 revenue, tax, tax and revenue or grant anticipation 
16 notes), commercial paper, floating rate and variable 
17 maturity securities, and any other evidences of 
18 indebtedness and also includes certificates of 
19 participation of lease-purcha:;e agreements. 
(c) "Bond purchase 
21 executed 
agency 
23 of the local agency. 
24 (d) "Cost," a:; applied to a public infrastructure facility 
25 or portion thereof financed under this chapter, means all 
26 or any part of the cost of construction, acquisition, 
27 renovation, and repair of all lands, structures, real or 
28 personal property, rights, rights-of-way, franchises, 
29 easements, and interests acquired or used for a public 
30 infrastructure facility, the cost of demolishing or 
31 removing any buildings or structures on land so acquired, 
32 including the cost of acquiring to which the 
33 buildings or structures may be the cost of all 
34 machinery and equipment, charges, interest 
35 prior to, during, and for a period , completion of the 
36 construction, as determined by authority, provisions 
37 for working capital, reserves for principal and interest 
38 and for extensions, additions, 
39 replacements, renovations, and the cost 
40 of architectural, engineering, legal services, 
DEFINITIONS w f-' 
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1 following: 
2 ( 1) Any public buildings, 
3 general administrative facilities ot a lOcal agency. 
4 (2) A regional or local public park, recreational area, 
5 or recreational center, and all facilities and 
6 improvements related thereto. 
7 (3) A facility for the or transmission of 
8 electrical energy for public or private uses and all rights, 
9 properties, and improvements necessary therefor, 
10 including fuel and water facilities and resources. 
11 ( 4) A facility for the collection, treatment, storage, 
12 transmission, disposal, or conversion to energy and 
13 reusable materials of solid or hazardous waste or toxic 
14 substances. 
15 (5) Facilities for the collection, production, storage, 
16 transmission, treatment, or disposal of water or 
17 wastewater. 
18 (6) Local streets, roads, highways, and bridges. 
19 (7) Publicly owned or operated commercial or 
20 general aviation airports airport-related facilities. 
21 (8) Police or fire stations. 
(9) Public works facilities~ corporation 
23 yards. 
24 (10) Public health facilities owned or operated by a 
25 local agency. 
26 ( 11) Criminal justice facilities, including court 
27 buildings, jails, detention facilities, juvenile halls, and 
28 juvenile detention facilities. 
29 (12) Public libraries. 
30 (13) Publicly owned or operated parking facilities. 
31 (14) Public improvements authorized pursuant to the 
32 Improvement Act of 1911, Division 7 (commencing with 
33 Section 5000) of the Streets and Highways Code, the 
34 Improvement Bond Act of 1915, Division 10 
35 (commencing with Section 8500) of the Streets and 
36 Highways Code, the Municipal Improvement Act of 1913, 
37 Division 12 (commencing with Section 10000) of the 
38 Streets and Highways Code, the Mello-Roos 
39 Community Facilities Act Chanter 
40 (commencing with Section 1 of 
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54760. (a) The California Local Government 
Infrastructure Finance Authority is hereby created. 
(b) The authority shall be administered by a board of 
directors five as follows: 
( 1) The Treasurer. 
(2) The Controller. 
(3) The Director of Finance. 
( 4) The Governor shall appoint, subject to 
confirmation by the Senate, one 
cities who is an elected city official selected from a list 
at least five nominations submitted by the League of 
California Cities. 
(5) The Governor shall appoint, subject to 
confirmation by the Senate, one member representing 
the counties who is an elected county official selected 
from a list of at least five nominations submitted the 
Association 
23 (d) The board of directors shall annually elect, by 
24 majority vote, a chairperson from among its members. 
25 (e) The Governor may require that another list of 
26 nominations be submitted by the League of California 
27 Cities or the County Supervisors Association of California 
28 if the Governor chooses not to make a selection from the 
29 original or subsequent lists of nominations. 
30 (f) Each member of the authority may select a 
designee to act for the member and represent the 
32 member at all meetings of the authoritv at 
33 member is not present. 
54761. (a) The chairperson shall 
an executive shall not a 
member of the board of 
37 who shall serve at the pleasure 
38 The executive secretary shall recmve comoensatwn as 
fixed by the authority. 
(b) The 
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l which provide significant public benefits. 
2 (d) The authority shall additional rules and 
3 regulations as its judgment most effectively carry 
4 out the provisions of this chapter in the public interest, 
5 to the end that the people of California are most 
6 efficiently and most economically provided the use of 
7 public infrastructure facilities. 
8 54763. The Attorney General shall be the legal 
9 counsel for the authority, but, upon approval of the 
10 Attorney General, which shall not be unreasonably 
11 withheld, the authority may employ legal counsel as, in 
12 its judgment, is necessary or advisable to enable it to 
13 carry out the duties and functions imposed by this 
14 chapter, including employment of bond counsel or other 
15 legal counsel, as may be advisable in connection with the 
16 issuance and sale of bonds. 
17 54764. The first meeting of the authority shall be 
18 called by the chairperson of the authority. Subsequent 
19 meetings shall be held as determined by the board of 
directors. 
21 54765. The authority may do of the following: 
bylaws 
23 the conduct of its business. 
24 (b) Adopt an offical seal. 
25 (c) Sue and be sued in its own name. 
(d) Issue its bonds to pay the cost of any public 
27 infrastructure facility, and issue its refunding bonds to 
28 refund any bonds or refunding bonds. 
29 (e) Engage the services of private consultants to 
30 render professional and technical assistance and advice 
31 carrying out the purposes of this chapter, provided the 
3.2 services are not obtainable from any state agency. 
(f) As provided by applicable law, employ and 
compensate legal couns~l, bond counsel, 
project expediters, financial and other 
advisers as may, in its 
connection with the issuance 
(g) Contract for 
accounting, or other 
agencies as its 
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54775. Neither the members of 
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bonds, subject to and 
with bondholders. 
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1 thereon and any interest 
2 earliest or any subsequent 
3 or of the 
or to accrue, on the 
redemption, purchase, 
4 (b) The proceeds of any bonds issued for the purpose 
5 of refunding outstanding bonds, may, in the discretion of 
6 the authority, be applied to the purchase or retirement 
7 at maturity or redemption of the outstanding bonds 
8 either on the earliest or any subsequent redemption date 
9 of the outstanding bonds or the purchase or 
retirement at the maturity or redemption of the 
11 outstanding bonds on the date as may be determined by 
12 the authority and consistent with any resolution of the 
13 agency relating to the outstanding bonds, or any trust 
14 indenture relating to the outstanding bonds. 
15 (c) Pending the purchase, redemption, or retirement 
16 of the outstanding bonds, the proceeds of the refunding 
17 bonds shall be held in escrow and may be invested and 
18 reinvested by the Treasurer in obligations of, or 
19 guaranteed by, the United States, or in certificates of 
20 deposit or time deposits secured by obligations of, or 
21 guaranteed by, the United States, maturing at the or 
interest, and, redemption premium, if any, of 
24 outstanding bonds to be refunded. The interest, 
25 income, and profits, if any, earned or realized on the 
26 investment may also be applied to the payment of the 
27 outstanding bonds to be refunded. After the terms of the 
28 escrow have been fully satisfied and carried out, any 
29 balance of the proceeds and interest, income, and profits, 
30 if any, earned or realized on the investment thereof, shall 
31 be returned to the authority for use in carrying out the 
32 purposes of this chapter. 
(d) The portion of the proceeds of the bonds issued for 
34 the additional purpose of paying all or part of the cost 
construction and acquiring additions, improvements, 
36 extensions, or enlargements of any public infrastructure 
facility may be invested and by the Treasurer 
38 in obligations of, or guaranteed United States, or 
39 in certificates deposit secured 
40 obligations of, or 
~Q~12 
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not later than or 
nrc)ce,eds will needed the 
part of this cost. The interest, 
4 or realized on this 
5 to the payment 
6 be used by the authority 
7 chapter. 
8 54780. Bonds 
,!::> 
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1 title to the public infrastructure or to the property 
2 in public facility. 
3 (b) The exemption the from taxation of 
4 any public infrastructure facility improvement ceases 
5 when title to the property is transferred from the 
6 authority to any normally taxable local agency. This 
7 section does not exempt any taxable local 
8 agency from taxation, including, but not limited to, 
9 taxation upon a possessory with respect to any 
10 public infrastructure facility, or upon the property or 
facilities contained in any public infrastructure facility to 
12 which the local agency may otherwise be subject. 
13 54783. The state does hereby pledge to, and agrees 
14 with, the holders of any bonds issued under this chapter, 
15 and with those parties who may enter into contracts with 
16 the authority pursuant to this chapter, that the state will 
17 not limit or alter the rights hereby vested in the authority 
18 to finance any public infrastructure facility and to fulfill 
19 the terms of any loan agreement, lease, or other contract 
20 with the authority pursuant to or in any way 
21 impair the rights or remedies of bonds or of the 
the bonds, together with 
23 interest thereon, are fully met and discharged and 
24 those contracts are fully performed on the part of the 
25 authority. However, nothing in this section precludes the 
26 limitation or alteration of these rights or remedies if and 
27 when adequate provision has been made by law for the 
28 protection of the holders of bonds of the authority or 
29 those entering into contracts with the authority. The 
30 authority, as agent for the state, may include this pledge 
31 and undertaking for the state its obligations or 
32 contracts. 
33 54784. All public infrastructure financed by 
the authority shall be constructed or completed subject 
to the rules and regulations of the When the 
36 principal of, and interest on, revenue the 
37 authority issued to finance the cost a particular 
infrastructure 
""" 1.0 
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1 provision has made for 
2 retirement and other conditions 
3 indenture, or 
4 instrument 
5 securing have been 
6 created has been 
7 provisions thereof, 
8 conditions it may ........... ,;, .. ,,..,.., 
9 reassignments, u.o;:;.<;;u<>. 
things or appropriate to "'"'."""''" 
11 and j.n,I:'T'<:H,Tr1 
financed any other 
an:sterre:a to secure the bonds to 
respective interests may appear. 
54785. Any bonds issued 
16 transfer and the income therefrom, 
17 free from taxation every kind by the 
political subdivisions of the state. 
19 
Article Security Provisions 
54790. (a) 
23 Infrastructure 
State 
authority 
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1 deposit to that account, (2) any proceeds of sale of bonds 
2 to the extent provided in the resolution or resolutions of 
3 the authority authorizing issuance thereof, and (3) 
4 any other moneys which the authority may make 
5 available for the purpose of deposit to that debt service 
6 reserve account from any other source or sources. 
7 54792. (a) The Supplementary Debt Service Reserve 
8 Account is hereby created in the California Local 
9 Government Infrastructure Finance Authority Fund. 
10 The Legislature may from time to time appropriate to 
11 that account from the General Fund an amount or 
12 amounts as the Legislature may determine. The 
13 Legislature may from time to time establish for the 
14 Supplementary Debt Service Reserve Account a 
15 requirement which shall be known as the 
16 "supplementary debt service reserve account 
17 requirement." 
18 (b) Moneys in the Supplementary Debt Service 
19 Reserve Account may be transferred into separate, 
20 individual subaccounts to secure particular bonds of the 
21 authority, but any amounts appropriated to the 
Supplementary Debt Account may be 
23 utilized at the discretion of the authority only for the 
24 · purpose of securing bonds issued under this chapter. 
25 (c) When all obligations secured by the 
26 Supplementary Debt Service Reserve Account are 
27 retired or reserves have been set aside therefor, the 
28 Supplementary Debt Service Reserve Account shall be 
29 dissolved and all moneys therein shall be applied to the 
30 repayment to the General Fund in the State Treasury of 
31 any amounts appropriated to the' Supplementary Debt 
32 Service Reserve Account from the General Fund, less any 
33 amount previously repaid. Any moneys remaining after 
34 this repayment to the General Fund shall be paid into the 
35 fund for the general purposes of the authority unless 
36 otherwise obligated. 
37 (d) When the amount in a supplementary debt service 
38 reserve subaccount established pursuant to subdivision 
39 (b) falls below the minimum debt service reserve 
40 account requirement for subaccount and available 
V1 
I-' 
l 
2 
4 
5 
6 reserve 
7 to 
8 supplementary 
-25-
9 Moneys in 
15 
16 
reserve subaccount may 
On the UUHU:-; 
on 
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1 and interest on 
2 These sums 
3 which they are 
4 authority by the Controller 
5 receipt thereof the authority. 
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TO THE SENATE LOCAL GOVERNMENT COMMITTEE 
INTERIM HEARING ON INFRASTRUCTURE 
OCTOBER 28, 1987 
20 CIVIC CENTER PLAZA" P.O. BOX 1988 SANTA ANA 
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TESTIMONY BY SANTA ANA 
TO E E G T 
NG 
I EE 
INTER M HEAR NG CTURE 
BER 28 87 
CHAI AND THE 
COMMITTEE: 
I'M THANKFU TO S BERGESON AND ER STAF GIV N 
THIS OPPORTUNITY TO SPEAK TO YOU ABOUT AN ISSUE VERY 
INTEREST D AND INVO VED IN I B N 
I I N UCTU FU 
0 S TO E L 
T0DAY THE y OF ANA I \WU LI 
T OUR CIT 
RE B LL 
ERGO ENTAL LIZ 'S B 
B 12 ) AS A WAY T NG THE F AND LOCA 
GOVERNMENT IN A WORKING COALITION TO\~ARD ING 
NATI 'S TRU E D 
I 
• 
I R IZE IT 
NEVER D THE PUBLIC s IGHT THAT WORDS K RED EVE 
AND COMMUNITY SERV CES EVER, THE ISSU F 
INFRAS TOU HES ALL OF 
INFRASTRU TURE Al·l REF G TO BRI EW 
TO 
PARKS PUBL C BUILD NGS AND OTHER PUB I FACI IT s. ALTHOUGH 
PUB C MAY, AT TIMES, E THESE IONS FOR GRANT 
WE, AS EL CTED OFFICI 
' 
CANNOT. 
T 
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EVERY YEAR LOCAL GOVERNMENTS ARE CED TO DEAL WITH CRACKING 
SIDEWALKS, INEFFICIENT TRANSPORTATION ROUTES, UNSAFE BUILDINGS 
AND INSUFFICIENT STORM DRAINS AND SEWER LINES. IN ADDITION, 
SANTA ANA, LIKE OTHER ORANGE COUNTY CITIES, IS EXPERIENCING A 
TREMENDOUS PO I INCREASE 
FOR NEW INFRASTRUCTURE AS WELL AS 
I FURTHER ADDS TO THE NEED 
INTENANCE OF EXISTING 
NETWORKS. IN THE LAST FIVE YEARS, SANTA ANA'S POPULATION HAS 
GROWN 5% AND IS EDICTED TO ANOTHER 10% IN THE NEXT THREE 
YEARS. THESE FIGURES DO NOT EVEN REFLECT THE INCREASING 
PERCENTAGE OF UNDOCUMENTED IMMIGRANTS RESIDING IN SANTA ANA. 
FURTHER ADDING TO THE STRAIN ON ORANGE COUNTY'S INFRASTRUCTURE 
IS THE VARIED BUSINESS OPPORTUNITIES OUR COUNTY OFFERS. IN A 
RECENT ARTICLE IN THE LOS ANGELES TIMES, A MARKET STUDY SHOWED 
THAT 15% OF NEW HOME BUYERS IN OCEANSIDE AND CARLSBAD ARE 
EMPLOYED IN ORANGE COUNTY. THIS PERCENTAGE IS UP FROM 4% FIVE 
YEARS AGO. THIS ILLUSTRATES THE INEQUALITIES BETWEEN COUNTIES 
AS FAR AS TilE COLLE ION OF PROPERTY TAXES IN ONE COUNTY, AND 
THE USE OF INFRASTRUCTURE NETWORKS IN ANOTHER. 
THE OBVIOUS STRAI ON OUR IN CTURE NETWORK, AND A LACK 
!ORATION HAS CREATED THE 
EXAMPLE: 
F APPROPRI FUNDS TO MEET THE 
PROBLEM MAI ENAN 
l) DEF MAINTENANCE RESULTS IN INCREASED LIABILITY 
COST. THE "TRIP AND FALL" INSURANCE AND LEGAL CLAIMS 
R ING FROM SIDEWALKS, ICLE DAMAGE CLAIMS 
RELATED TO POTHOLES, AND POOR TRAFFIC VISIBILITY RELATED 
TO UNTRIMMED TREES ARE COMMON CONCERNS FOR CITIES. 
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2 ) !NAD E NFRASTRUCTURE NCREASING Y IS A BARRIER TO 
ECONOMIC DEVELOPMENT. TRAFFIC CONGESTION IS CHOKING 
BUSINESS. ALSO, COMMUNITY ATTITUDES HAVE BEGUN TO SHOW 
THEIR TRANSPORTATI I S GH INITIATIVES 
LIKE THE SLOW INITI IVE. 
3) AND PERHAPS MOST MAl E 
RESULTS IN DRAMATICALLY HIGHER REPAIR STS THAN 
PREVENTATIVE MAINTENANCE - SIX D S N ING A 
STREET PROJE HAS 
OBSOLETE BECAUSE THE EMS E A POI T OF 
SUCH RAPID DETER! ION. THIS POINT I WI 
ELABORATE 0 IN MORE D IL. 
AS THE OF I y 100 y EL 
AWARE OF THE PROBLEMS THAT LOCAL GOVERNMEN S FACE. SANTA ANA 
HAS MEET SOME OF E I E PROBL 
HEAD-ON BY G ING "BACK TO BASICS." WE ITT ED 
$195 MILLI A CAPI IMPROVEMENT PROGRAM. IN THIS 
BUDGET YEAR WE HAVE ALLOCATED $1.4 MILL FOR TREE 
REPLACEMENT, $1 MILLION IN SIDEWALK REPAIR, $1 MILLION FOR CUR 
AND GUTTER RE I $1.2 MILLION L I $1. 
MILLION NEIGHBORHOOD AND Y THE DEMAND 
R IR AND RENOVATION CONTINUES TO IN 
OUR SCHOOL DISTRI IENCING INFRASTRU 
DIL THE IN E IN I HAS A NE 
I OF 13 NEW ELEMENTARY SCHOOLS, 2 NEW HI 
s LS AND AN TH1AT $16 MI ION IN R IONS FOR 
EXISTING SCHOOLS. 
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ON A MORE REGIONAL LEVEL, ORANGE COUNTY AS A WHOLE HAS HAD TO 
CONFRONT SIMILAR PROBLEMS. AS THE 
COUNTY DIVISION OF THE LEAGUE OF 
IRMAN OF THE ORANGE 
IFORNIA CITIES 
SUPERCOMMITTEE ON TRANSPORTATION, I HAVE WORKED WITH 15 OTHER 
LOCAL OFFICIALS TO FIN TO D WITH THE TRANSPORTATION 
PROBLEMS CAUSED BY THE GROWTH OF OUR COUNTY. THE INADEQUACIES 
OF OUR TRANSPORTATION NETWORK IS COUPLED WITH THE FACT THAT 
CALIFORNIA PRESENTLY RANKS 50th AMONG ALL STATES IN PER CAPITA 
SPENDING ON HIGHWAYS AND LOCAL ROADS. 
THE GOAL OF OUR SUPERCOMMITTEE WAS TO HAVE EACH ORANGE COUNTY 
CITY SELECT THE MOST IMPORTANT TRANSPORTATION ROUTES IN NEED OF 
EXPANSION AND MAINTENANCE AND PROPOSE FUNDING MECHANISMS FOR 
THESE PROJECTS. IN ADDITION, WE 0 LINED SOME LONG TERM PLANS 
OF HOW TO HANDLE FUTURE LAND USE AND DEVELOPMENT AS IT IMPACTS 
TRANSPORTATION SYSTEMS. AFTER REVIEWING THE FINANCES AVAILABLE 
TO MEET THESE NEEDS, OUR COMMI 
ILL OVER $1.1 BILLION IN 
THUS, THE BOTTOM LINE OF OUR 
LINE FOR SCHOOL OFFICI AND 
E TIMATED THAT THERE WAS 
PROJECTS. 
ITTEE REPORT, AND THE BOTTOM 
GOVERNMENT OFFICIALS 
IS ARE WE GOING MEET THE F NANCIAL RESPONSIBILITIES 
IN ORDER TO OVERCOME THESE D 
INFRASTRUCTURE NETWORKS? 
I ING AND INADEQUATE 
9 
LOCAL GOVERNMENTS HAVE TRADITIONALLY BEEN LEFT W TH 3 OPTIONS 
FOR FUNDING INFRASTRUCTURE. FIRST, THROUGH REDEVELOPMENT 
DISTRICTS, CITIES HAVE BEEN ABLE TO USE PERTY FOR 
PUBLIC WORKS PROJE S. THIS E 
THE EXPENSE OF S Dl I 
FEES HAVE INCREASINGLY ED AS 
RECEIVE THE BENEFIT. HOWEVER SUCH 
ORANGE COUNTY, THE USE 
ICED RESIDENT! HOMES N 
MELLO-ROOS HAS CREATED A FINANCI 
FOR THE MAJORITY OF MUNICIPALITI 
ON 
VOTER 
SECOND, USER 
G NG SE w 
E IN SOUTHERN 
ER 
ET. I 
c TI BUT 
OVAL I HARD TO 
WIN. MELLO-ROOS ALLOWS IAL DI ICTS AN NT 
AR TO BE ESTABL SHED WHI 
VOTER APPROVAL, TO CHARGE A H 
FACING AN 
THE MUNIC PAL T , UPON 
PROPERTY TA 
INCR ING LEM, YET WITH 
HANDICAPPED BY T FINANCI THER IS A NEED 
MORE 
SISTANCE. 
ERNMENTS HAVE, ON 
I FEE 
IR OWN, R 
E 
GNIZ 
E AN FED 
INABILITY OF 
LOCAL GOVERNMENTS TO SINGLE EDLY OVERCOME THESE PROBLEMS. 
A RECENT LOS ANGEL 
NATIONAL COUNCIL ON PUBLIC 
ICLE R FI I OF THE 
EMENT, A IVE-MEMBER 
COUNCIL CONSISTING OF THREE PRESIDENTIAL APPOINTE AND TWO 
COUNTRY'S CONGRESSIONAL INTEES. THE COUNCIL REVIEW 
HIGHWAYS, BRIDGES, AND OTHER IN 
A "C+ RATING." THE COMMI 
INFRASTRUCTURE WILL DETER! 
E ALSO 
E 
CTURE AND GAVE OUR NATION 
I 
EN FURTHER IF SPENDING 
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DOES NOT INCREASE. A FINAL REPORT IS EXPECTED TO BE RELEASED 
BY THE END OF THE YEAR. THE PUBLIC WORKS IMPROVEMENT COUNCIL 
IS CONSIDERING RECOMMENDING A 50% 100% INCREASE IN 
GOVERNMENT SPENDING ON PUBLIC WORKS. 
FURTHERMORE, CRANSTON SECURITIES, A MUNICIPAL BOND COMPANY, 
RELEASED A REPORT ON INFRASTRUCTURE FINANCING THIS PAST 
AUGUST. THE REPORT STATED THAT IN RECENT TIMES, LOCAL 
GOVERNMENTS HAVE HAD TO FACE THE PROBLEMS OF REPLACING AN 
INFRASTRUCTURE NETWORK WITHOUT FEDERAL FINANCIAL ASSISTANCE. 
HOWEVER, THE TREND MAY BE CHANGING. THE HOUSE PUBLIC WORKS AND 
TRANSPORTATION COMMITTEE IS CURRENTLY DRAFTING LEGISLATION 
WHICH WOULD REQUIRE STATES TO LEVERAGE FEDERAL GRANT MONIES 
WITH BONDS AND LOANS. THIS IN TURN WOULD STIMULATE BILLIONS OF 
DOLLARS IN NEW TAX-EXEMPT BOND ISS S EACH YEAR. 
HOUSE SPEAKER JIM \~RIGHT (D-TEXAS) WANTS TO BUILD UPON THE 
COMMITTEES' SUGGESTIONS AND MAKE INFRASTRUCTURE A TOP PRIORITY. 
THE GOAL OF A NEW BILL WOULD BE TO AUTHORIZE ABOUT $5 BILLION A 
YEAR IN NEW FEDERAL GRANTS FOR I TRUCTURE. THE COMMITTEE 
HAS BECOME INCR INGLY CONSCIOUS THE IMPORTANT ROLE BONDS 
PLAY IN LEVERAGING FEDERAL RESOURCES. 
ASIDE FROM ASSIGNING AN EVEN GREATER ROLE TO BONDS IN THE 
INFRASTRUCTURE LEGISLATION, THE COMMITTEE INTENDS TO PLAY MORE 
OF AN ADVOCACY ROLE IN CONGR FOR STATE AND LOCAL BOND 
FINANCING. IN PARTICULAR, FOR THE COMMITTEE SEES AS 
UNJUSTIFIED ATTEMPTS TO RESTRICT TAX INCENTIVES FOR IMPORTANT 
PUBLIC USES FOR BONDS BY THE CON SIONAL TAX COMMITTEES. 
1 
ALSO ON THE FED HAVE CmtMITTED MYSELF A MEMBER 
ITTEE IS A 
SI ING 
ES 
BUILD ITT OF THE NATI AL 
BROAD COALITION BL C AND PRIVATE ORGAN ZATI 
OF THE NATIONAL GOV 
CONFERENCE OF THE 
CIATI THE UNIT 
OF CITI AND S 
BUILDING, ENGINEERING AND AR IT ASSO IONS SUCH AS 
THE ASSOCIATION OF GENERAL CONTRACTORS. THE GOALS OF THE 
COMMITTEE ARE TO MAKE I F E A p PRIORITY, 
TO PROMOTE INV IN I E AND TO ENCOURAGE ALL 
LEVELS OF GOVERNMENT TO GET IN LVED. IN A REPORT OUR 
COMMITTEE RECENTLY PUBLISHED IT NOTED 
WITH THE ABOVE CON IN MIND, THE REBUILD ICA C0~1MITTEE 
WILL WORK TO BUILD A COALITION OF SUP ONE OF THE KEY 
FACTORS IN THEIR APPROACH IS THE ROLE OF STATE 
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CALIFORNIA HAS ALREADY REALIZED THE NEED FOR STATE INTERVENTION 
AND ASSISTANCE. SENATOR BERGESON AND HER LOCAL GOVERNMENT 
COMMITTEE HAVE OFFERED SB 1295. THIS BILL PROVIDES A STEP 
FORWARD TOWARD HELPING LOCAL GOVERNMENTS FINANCE INFRASTRUCTURE. 
IT ESTABLISHES A LOCAL GOVERNMENT INFRASTRUCTURE FINANCE 
AUTHORITY TO HELP MUNICIPALITIES FINANCE INFRASTRUCTURE THROUGH 
BOND POOLING. THIS BILL OFFERS ENCOURAGEMENT TO THOSE SMALL 
CITIES WHO, ON THEIR OWN, COULD NOT ACHIEVE A FAVORABLE CREDIT 
RATING OR DO NOT HAVE THE TECHNICAL EXPERTISE TO ISSUE BONDS. 
SB 1295 ADDRESSES THOSE CONCERNS. 
HOWEVER, SANTA ANA, THE STATE'S lOth LARGEST CITY, HAS THE 
CREDIT RATING AND THE TECHNICAL EXPERIENCE TO BE ABLE TO SELL 
BONDS ON OUR OWN AND, IN FACT, HAS USED THIS FINANCING OPTION 
SUCCESSFULLY IN THE PAST. THEREFORE, WHILE THIS BILL ASSISTS 
MANY LOCAL GOVERNMENTS, I ASK SENATOR BERGESON AND THE 
COMMITTEE MEMBERS TO GO A STEP FURTHER - TO HELP EVEN MORE 
MUNICIPALITIES. I WOULD LIKE TO PROPOSE THAT SB 1295 BE 
AMENDED TO ADD A STATE MATCHING FUND OF 50% ON LOCAL GOVERN~1ENT 
INFRASTRUCTURE PROJECTS. FURTHERMORE, I WOULD SUGGEST THAT 
CALIFORNIA USE THIS APPROACH TO SOLICIT THE AID OF THE FEDERAL 
GOVERNMENT TO PROVIDE AN ADDITIONAL 100% MATCH TO THE PROJECT 
COST. THERE ARE 3 REASONS WHY THIS PLAN OFFERS A SOLID 
APPROACH TO THE PROBLEM. 
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l. THIS PLAN CLEARLY DOES NOT THE STATE OR 
FEDERAL GOVERNMENT TO TACKLE THE BURDEN OF 
INFRASTRU I - IT INST , OFFERS A 
COALITI OF SUP 
2. IT PROVI I DISC PLINE FOR LO 
GOVERNMENTS. CITI 
INFRASTRUCTURE 
CONCERNS TO E. 
LOCAL WORK NG PLAN AND 
3. IT PROVIDES AN INC IVE 
MEET IR I ING 
PROBL -ON D 
PROBL NO\'; INST 
INTER T AN 
IS IS 
OFF A FIS y s 
FINANCING INF CTURE. 
FOR EXAMPLE, IN 
ITY SANTA ANA 
MEET THESE DEMANDS. 
ING E IN 
PRI 
IS IS AN 
I 
REALITIES IF WE WERE TO 
10 YEARS. 
MAl 
A 
I 
IVE 
PRIORITIZE THEIR 
IT I E IR 
TO DEVELOP A 
GOVERNMENTS TO 
E H 
SOLVING THE 
PERIOD OF THtE 
I 
E N 
N 
ID 
WI B 
AS IT 
IN OUR 
TO 
ECONOMIC 
CE AND REPAIRS FOR 
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IN OUR 5-YEAR PLAN FOR SIDEWALK REPAIRS WE HAVE ESTIMATED THE 
TOTAL CAPITAL IMPROVEMENTS AT $5 MILLION DOLLARS. IF SANTA ANA 
DEFERRED FUNDING FOR SIDEWALK REPAIRS FOR 5 YEARS, THEN THE 
CONTINUED DETERIORATION OF SIDEWALKS WOULD CREATE A SUBSTANTIAL 
ECONOMIC BURDEN IN THE FUTURE. 
HOWEVER, IF SANTA ANA HAD THE OPTION OF FINANCING THE SIDEWALK 
REPAIRS WITH A BOND THAT WAS MATCHED BY THE STATE, THEN THEY 
WOULD HAVE THE NEEDED FUNDING TO MAKE THE NECESSARY 
REPAIRS/MAINTENANCE IN THE FIRST YEAR OF THE DETERIORATION 
PHASE WHERE REPAIR COSTS ARE ULTIMATELY LESS EXPENSIVE. THE 
OPTION OF A BOND ALLOWS LOCAL GOVERNMENTS TO TAKE A FISCALLY 
CONSERVATIVE APPROACH BY SOLVING THE PROBLEM WHEN REPAIR COSTS 
ARE AT A MINIMUM. IN OTHER WORDS, IT IS A WAY TO GET THE 
BIGGEST BANG FOR YOUR BUCK. 
IN SUMMARY, ALL LEVELS OF GOVERNMENT HAVE COME TO REALIZE THAT 
OUR INFRASTRUCTURE NEEDS CANNOT BE OVERCOME BY LOCAL 
GOVERNMENTS ALONE. THE STATE AND FEDERAL GOVERNMENT MUST 
PARTICIPATE IN THE FINANCING OF INFRASTRUCTURE PROJECTS. WE DO 
NEED AN INTERGOVERNMENTAL PLAN. A MATCHING PROGRAM BY 
SACRAMENTO AND WASHINGTON OFFERS MOST REALISTIC AND 
PRACTICAL APPROACH TO THE PROBLEM. OUR MUTUAL CONSTITUENTS DO 
NOT DESERVE TO HAVE THEIR QUALITY OF LIFE THREATENED BY 
DETERIORATING INFRASTRUCTURES. AS ELECTED OFFICIALS, WE MUST 
CHALLENGE THIS PROBLEM HEAD-ON. 
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R 
orks eglect 
to orsen 
get Rais 
By BOB 
A member a federal 
studying the nation's 
bridges, dams and other 
works said that the coun-
try's infrastructure ri,.,~.,., .. 11.,.;::: 
grade and can be to 
deteriorate further if on 
public works does not increase. 
"The demand for vital public 
works services is increasing faster 
than 
ty," Lowell 
director of the Colorado Depart-
. ment of Highways and one of five 
members of the National Council 
on Public Works Improvement, 
said in Anaheim. "In short, we are 
investments." 
•Not Into Ruins' 
While America is "not 
into 
"we can take less for lll"~mt••n 
can 
which is ""!'~"~'"''"' 
tion this 
Hotel. 
The five-member council-three 
of whose members were appointed 
by President Reagan and two by 
Congress after the passage of the 
Public Works Act of 
1984-will release its fi-
nal report on the nation's infra-
Writer 
of the 
Jackson 
The council is "'"''"'""'IS 
mendation that the 
goal to increase spEmamg 
works 
among all of government) 
as much as 50% to 100% over 
current "Jackson said. 
Such a increase would 
involve new taxes, user fees, debt 
and the retraction of 
some state constitutional limits re-
local taxes, he said . 
In an interview after Sunday's 
luncheon address, Jackson-con-
ceding that he is not familiar with 
the strengths and weak-
nesses of Southern California's in-
frastructure-commented on the 
area's problems. 
not to be 
way of the 
sure where 
the room," he said. "You can 
them and major 
where you can. But where 
you can't, you're going to have to 
use a lot more demand manage-
ment-ramp metering, car-pool 
that sort of thing. " 
Jackson's comments Sunday 
his own opinions, he 
and not necessarily the con-
sensus of the counl'il. 
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Hemmed-In Dwellers 
Find Room the South 
Continued from Pare 1 
commute, because there're no ex-
its, no tie-ups," he sa1d. 
Carter bought a four-bedroom, 
1,700-square-foot home for 
$140,000, a piece of real estate he 
estimates would cost him $175,000 
in the Orange County neighbor-
hoods he checked before buying 
here. 
"The lot that they give you in 
north San Diego County is much 
more substantial," he said. ''I'm just 
wondering whether it's built on 
Love Canal or something. I couldn't 
figure out it's so low." 
For that Carter is willing 
to drive to Santa Ana or board an 
Amtrak at the Oceanside 
station for the ride there, a com-
mute that will not differ radically 
from his current 45-minute trip 
along back roads each mor'.ling. 
Increased car insurance premmms 
are the only drawback, he believes. 
"I'm sure, when I drive, that 45 
or 50 miles is not a fun drive, but at 
least it's not bumper to bumper," 
he said. 
'Getting Ready to Retire' 
Herman Schmidt decided last 
year to up his six-minute 
commute Saddleback College 
from his home in Mission Viejo to 
a home in Carlsbad's Sea Cliff 
off Poinsettia Lane. 
and leave crowding of Orange 
behind. 
and his wife, Saundra, 
who works in the computer lab at 
Mission High School, now 
45 to and 
work each But to them, 
the drive the of 
mind and of life 
that 
an ocean v1ew for about the of 
an inland home in Orange County. 
"It's that time of life. I'm 
to retire and I was 
for a place that's not as 
said the 57-year-old 
dean of admissions and records at 
Saddleback. 
go there is 
he "Even sur-
face streets are crowded. You just 
can't go. anywhere without cars 
surrounding you. If you want to 
anywhere, you have to go on 
freeway. Down here, it's not that 
crowded-yet." 
to a study by the U.S. 
Census Bureau, 4,800 people lived 
in San Diego and worked in Orange 
County in 1980. In 1985, a San 
Diego Assn. of Governments 
put the total at 11,800, a figure that 
has probably increased during the 
past two years, said Lee 
the association's director of 
portation. The vast majority of 
those commuters live in the coun-
ty's northern tier, he said. 
Valone's market studies show 
that 15% of new home buyers in 
Oceanside and Carlsbad are em-
ployed in Orange County, up from _ 
about 4% five years ago. 
Random checks at new home 
projects in Carlsbad, Oceanside and 
Vista show a small but steady 
stream of Orange County residents 
viewing and buying homes here. At 
Pacific Views, Barnett srud that 
one- third to half his customers 
currently live in Orange County 
and that some who have purchased 
homes will commute. 
Eight of the 29 homes recently 
sold in the Remington Homes de-
velopment on Via Primero in 
Oceanside went to Orange 
residents, some of whom are com-
muters said sales agent Grace 
Bolin. And at Portico, a new Vista 
development, one of the 29 homes 
sold since August went to a fa.rmly 
that will commute to Orange Coun-
ty. 
Home prices are the greatest 
factor for the migration. In 
tember, the median price of. a 
Please see HOMES, 6 
San Diego Area 
uggling Up 
as droom to 
Orange County 
By LEONARD BERNSTEIN, Times Staff Writer 
When the throngs of cars and people finally hemmed 
him in, attorney Rick Carter left his home in Cypress 
for the relative tranquility of El Toro and arranged 
transfer from his firm's Los Angeles office to its branch 
in Santa Ana. 
But 12 months of frustratwn later, Carter already 
has tired of battling bumper- to- bumper traffic on 
freeways and local roads alike. Although he enjoys h1s 
neighborhood and is pleased with the quality of the 
local schools, Carter has watched with growing 
trepidation as more housing has sprouted near the 
freeways, promising worse traffic m years to come. 
Bedroom Communities 
"It's already nightmarish, and we don't know where 
it's going to go in five or 10 years," he said. 
So Carter came up with a solution. Chased farther 
south by suburban sprawl, he bought a home m 
Oceanside and soon will commute from northern San 
Diego County to Santa Ana, often by train. . 
Carter sees Oceanside's comparatively w1de-open 
spaces as the key to "overall comfort," he said. "I used 
to work in downtown L.A. and the reason for . 
down here [El Toroj was to get out of th~~ a bit. That 
didn't last long. I've only been here a year. . . 
Snarled traffic, employment growth and nsmg home 
prices in southern Orange County have helped 
transform northern San Diego County mto, m part, 
bedroom community for Orange County. 
Boon for De velop.::,;·s 
The trend is a boon for developers offering a range 
.1.::. .v homei- in place;; such :1.:, Oceanside, Carls.bad and 
Vista, and may help to rehauilitate Oceans1de s 
as a tough .nilitary town. , . . _ 
··over the last several years, .,.;,;; ve nad a .n&sivt: 
in-migratic.r; of commuter huusehuids in .;ot...l. 
County coming into north Sa!! Diego Count) ,n . 
of affordable housing," said Russell Valonc,presxdem 
of Market Profiles of San Diego, a consultmg group 
that helps developers target new housing projects to 
different kinds of buyers. 
Home buyers generally "can get th~ sa!Ue house 
· down here and they can save $75,000, wd Wayne 
Barnett, vice-president of Pacific Ampac, developer of 
the Pacific Views project where Carter bought the 
home that he and his family will occupy at the end of 
this year. 
"What they find is . . . that once you get past 
> Orange County to Camp Pendleton, it's a very easy 
Plea&e &ee HOMES, Pa1e 3 
HOMES: 
Look to 
CoDtiDued from Page 3 
detached home in southern Orange 
County was $207,990, said Stephen 
Ross, co-owner of The Meyers 
Group, a real estate research firm 
that gathers data on Southland 
homes. In coastal north San 
the median detached home 
was $154,990, Ross said. 
In addition, tremendous business 
growth has made Orange County a 
huge employment center. As of 
August, 1,307,300 people worked in 
Orange County, up from 
in 1980 and 790,500 in 1975. 
Leu Traffic 
When they first began to be 
priced out of the housing market in 
the early 1980s, Orange County 
home buyers headed east to River-
side and San Bernardino counties. 
But with smog and roads such as 
California 91, 55 and 60 "virtual 
parking lots" at rush hour, north-
ern San Diego became much more 
attractive, Valone said. 
"It takes you less time in the 
morning to drive from the intersec-
tion of California 78 and 
Oceanside) to John Wayne 
than it does to drive from central 
Riverside into John Wayne Air-
port," he said. "There's 
much more traffic coming out Riv-
erside, Sunnymead and Corona." 
Only recently has the 
in 
Diego 
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0 Infrastructure Financing - The Expanding Role of Tax-Exempt Bonds 
0 The Recent U.S. Supreme Court Decision Invalidating Pennsylvania Truck Marker 
and Axle Taxes and Its Implications 
°Further Restrictions in the Technical Corrections Bill? 
0 The Conventional Market 
0 The Municipal Market 
INFRASTRUCTURE FINANCING - THE EXP&~DING ROLE OF TAX-EXEMPT BONDS 
Local governments -- city, county and municipal entities -- are faced with 
perhaps their toughest challenge since the early 1900's. This challenge is 
economic; local governments have a massive task in front of them -- repairing and 
replacing an infrastructure network without the Federal financial assistance that 
has come to be expected by public officials and their constituents. The problem 
is not so much Federal fund reductions as it is Federal fund reductions combined 
with Federal regulations. But the challenge of maintaining streets, bridges. 
wastewater and water and sewer systems, mass transit, parks, trash collection and 
disposal, and a myriad of equally important public works services will not vanish 
along with Federal monies. Somebody will have to pay -- the only question is 
who? 
More and more often, Federal Government grant programs are relying on 
individual states to leverage their Federal grant money with their own sources of 
One example of this trend, although currently still in its formative 
stages, is the program being developed by the House Public Works and 
Transportation Committee (the "Committee"). 
This Committee is currently drafting legislation which would require states 
to leverage Federal grant monies with bonds and loans. Thus, if enacted, it is 
expected to stimulate billions of dollars in new tax-e:Kempt bond issues each 
year. 
The legislation which House Speaker Jim Wright, D-TEX., wants to be the 
keystone of a new Democratic infrastructure initiative in coming weeks would 
build on, and add to, the Committee's current Federal highway, sewer, and water 
project programs, which already spur billions of dollars in bond sales each year. 
The proposal is, however, expected to face stiff opposition from President Reagan 
and maybe even Congress, which is under pressure to keep Federal spending under 
control. The Bill is likely to authorize about $5 billion a year in new F~deral 
grants for infrastructure, a sizable amount which has not been contemplated in 
the Fiscal 1988 Budget Resolution and may have to be financed with a separate, 
dedicated tax. 
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Senate Committee on Government 
Infrastructure Finance Hearing 
October 28, 1987 
Outline of Presentation 
Paul C. McDonnell, Jr. 
Smith Barney, Harris Upham &: Co. Incorporated 
I. Introduction 
A. Review of the State of Infrastructure 
Defined: The physical framework that supports and sustains virtually all 
economic activity; most narrowly defined, infrastructure includes the areas 
of transportation, water, sewage and waste disposal. 
1) Clearly a funding problem, 1984 Congressional Joint Economic 
Committee study estimated the nation's infrastructure needs @ $1-3 
trillion. 
a. Deterioration of existing facilities 
b. Expansion and development required elsewhere. 
2) California financing environment (Prop 13) and federal actions (1986 
Tax Act, deficit reduction initiatives) increase costs of infrastructure 
development. 
B. Impact on Local Government 
1) Local government currently bears the financial burden of tax reform, 
reduced Federal and State 
a. Public/Private cooperation restricted by tax reform. 
b. Remaining financing options more expensive; 
c. tax base inadequate new demands. 
II. How do we pay for Infrastructure: 
A. Historically 
1) General Obligation and Revenue Bonds 
2) State and Federal Aid 
a. Interstate Highway System 
b. Water Projects 
c. Grants 
B. Current Practice 
1} Remaining State and Federal Programs 
2) User fees, special taxes, sales tax, Assessments 
\1 
c. 
A. 
1) 
B. Sewer and 
1) 
2) 
Weakness 
A. 
B. 
A. 
B. 
S\ lll I H\R~EY 
Source of 
Funds 
General Ad Valorem 
Tax 
General Fund 
Tax increment 
Special Tax 
Sales Tax 
User Fees 
Developer Fees 
Enterprise 
Revenue 
Spe~ial Assessment 
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Infrastructure 
October 
Financing Matrix 
Type of 
Projects 
Pub! ic Faci I ities 
of a II types 
Major Faci I ities 
Redevelopment 
Infrastructure 
Community 
Facii ities 
Transportation 
Utilities 
Schools, roads 
sewer and water 
Uti I ities, Pub! ic 
fac i I it es 
Infrastructure 
Development for 
benefit specified 
properly 
f nancing 
G.O. Bonds 
COP 
Tax Allocation 
Me I I o-Roos CF A 
Sales Tax Revenue 
Limited Tax 
Revenue Bonds 
General Fund 
Pledge 
Revenue Bonds 
Assessment Bond 
Approval 
Process 
2/3 Vote 
Administrative 
Administrative 
2/3 Vote 
Majority 
Vote 
Varies with 
with entity 
Administrative 
Varies with 
Entity 
Administrative 
\ 
Local 
Transport at Property Taxes 
Special 
Sales 
To I 
Sewer & Water 
User Fees 
F nanc ng 
G.O. 
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Act 
Revenue Bonds 
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Senate Committee on Local Government 
Infrastructure Finance Hearing 
October 28, 1987 
Borrower Type 
Financing Structures 
Available to Local Government 
Financing Structure 
Cities and Counties General Obligation 
Transportatifn 
Authorities 
Joint Powrrs 
Agencies 
Non-Profit 
Corporations 1 
Lease Revenue Bonds 
Certificates of Participation 
Revenue Bond Law of 1941 
Mortgage Revenue Bonds 
1915 Act 
Mello-Roos Financings 
Sales Tax Revenue Bonds 
Toll Bridge Financings 
Mello-Roos Financings 
Enterprise Revenue Bonds 
Lease Revenue Bonds 
Certificates of Participation 
Lease Revenue Bonds 
Enterprise Revenue Bonds 
1. Formed separately from local government structure; board of directors in part 
composed of local representatives. 
S\ 111111~,\R'\1~)' 
Certificates of Participation 
to purchase or a 
under the state 
method is 
agreement. 
nevertheless 
cannot be increased 
Sales Revenue Bonds 
Tax Revenue 
in cents for a 
and recreation development. 
and for the 
to levy on all real 
bonds and 
those casting a vote 
the basic laws 
time, on the 
bodies to honor a lease 
the lease payments is 
is that property taxes 
result certi 
debt. 
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approved by a majority of the votes cast on 
usually address a highly visible public need and 
the direct between the tax and """''"''"''"' 
sales tax pledge has been for 
issue. Sales tax revenue financings 
in terms of voter approval, from 
by The primary use of the local 
Drawbacks of such financing include the inability to tax individual citizens in 
proportion to the benefits they the project, and potentially higher 
interest costs due to the unpredictable nature of revenues. 
Toll Authority Financings 
Toll Authorities are political subdivisions created by state law. Such Authorities 
construct, operate, and maintain bridges, tunnels, mass transit facilities and roads and 
collect tolls from use of those facilities. An Authority may also derive funding and/or 
revenues from federal and state governments. Toll Authority financings have somewhat 
unpredictable O&M costs and revenue streams, but benefit from the direct cost/benefit 
relationship associated with user-fee revenues. In this case the need for projects and the 
willingness of users to accept the associated costs is identifiable and lends itself to sound 
financial strategy. 
Mello-Roos Financing 
A Mello-Roos Community Facilities is a legally constituted governmental 
entity the sole purpose of which is to finance and services. A district may be 
created pursuant to the authority of the Mello-Roos Community Facilities Act of 1982. 
A district may issue bonds to pay for 
by 2/3 vote of the residents or landowners 
secured by the levy of specified special taxes. 
without an election, to 
been authorized to be sold. A 2/3 vote 
revenue anticipation bonds. 
or services which must be approved 
the proposed district. The bonds are 
Bond anticipation notes may be issued 
of the sale of bonds which have 
or landowners is required to issue 
Special taxes levied under the 
requirement that the special tax be 
are not assessments, and there is no 
apportioned on the basis of benefit to property, 
although the taxes be 
an ad valorem tax under Article XHI A of the 
city or 
other municipal 
munity facilities may 
only to the extent that 
the district before it was created. 
extent of new growth. 
A tax levied under the Act is not 
Constitution. 
joint powers authority or any 
a district under the Act. A 
and facilities. Services may be 
to those provided in the territory of 
may only be financed to the 
Real or other tangible property with a life of five or more years may be 
purchased, constructed, expanded or rehabilitated. The facilities need not be physically 
located within the district. 
Assessment District Pinancings 
Assessments are fixed charges upon land that receives a special benefit 
from a public improvement. The legislative body identifies the area of land that receives 
a benefit from the public improvements to be constructed or acquired and establishes an 
assessment district. 
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rather than borrow from the bond bank where other partici-
pants might fail to expend 100% of their borrowings within 
six months, resulting in no participants being eligible for 
the exception. The second exception from the rebate re-
quirement is available to issuers who, among other require-
ments, do not expect to issue more than $5,000,000 in bonds 
during a calendar year. It would appear, based upon the 
explanation of the Tax Reform Act prepared by the staff of 
the Joint Committee on Taxation, that this second exception 
will be available to local government units borrowing from a 
bond bank. 
Bond banks are clearly not the "ultimate answer" 
to the "ultimate question", but the history of their appli-
cation, particularly in instances of state credit assistance 
or availability of a state-aid intercept provision as in 
Michigan, indicates that a bond bank can be a useful alter-
native borrowing vehicle that can offer significant advan-
tages to local governments. 
MEJF15-28057-MUN 
CALIFORNIA DEBT ADVISORY COM 
915 CAPITOL MALL, ROOM 400 
P 0 BOX 942809 
SACRAMENTO, CALIFORNIA 94209-0001 
TELEPHONE (916) 324-2585 
THERESA MOLINARI 
UPDATE ON INFRASTRUCTURE 
281 198 
GOOD MADAM CHAIRMAN 
ADVISORY COMMISSION. THE COMMISSION 
STATE TREASURER' MEMBERS 
ADVISORY COMMISSION 
HOW AN 
CALIFORNIA. 
III!:MIIU!S 
Stare Trea.wrn 
B Dnon 
CJurf Admuwrrom·e Ojfucr 
of Lns Anpofks 
NAME S 
CALIFORNIA 
STATE'S CLEARING-
OF THE 
THE DEBT 
YOU TODAY 
MY COMMENTS HOW SUCH AN AUTHORITY MIGHT 
FIT INTO THE CURRENT RANGE DEBT FINANCING OPTIONS AVAILABLE TO 
LOCAL GOVERNMENTS. AS SUCH, I PLAN TO FOCUS MY COMMENTS IN THREE 
PRINCIPAL AREAS: 
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1. FIRST, I'D LIKE TO REVIEW THE DEBT ISSUANCE OF 
LOCAL GOVERNMENTS IN CALIFORNIA IN THE RECENT PAST. HERE, I WILL 
FOCUS ON THE TYPES OF ISSUES WHICH HAVE BEEN COMPLETED AS WELL AS 
THE TYPES OF PROJECTS OR PROGRAMS WHICH HAVE BEEN FINANCED. 
2. SECOND, I'LL BRIEFLY MENTION SOME OF THE POOLING 
ARRANGEMENTS WHICH HAVE BEEN UNDERTAKEN BY LOCAL GOVERNMENTS IN 
CALIFORNIA TO FINANCE NEEDED PUBLIC PROJECTS. THESE FINANCINGS 
ARE SIMILAR IN MANY WAYS TO WHAT IS ENVISIONED BY SB 1295 IN THE 
CREATION OF A STATE BOND POOLING AUTHORITY. 
3. LASTLY, I'LL SUGGEST SOME ISSUES WHICH POLICY 
MAKERS, SUCH AS THE MEMBERS OF THE LEGISLATURE, MAY WISH TO 
CONSIDER IN EXPLORING WHETHER THE STATE SHOULD ESTABLISH AN 
INFRASTRUCTURE BOND POOLING AUTHORITY. 
LOCAL GOVERNMENT DEBT FINANCINGS 
IN 1986, 506 LOCAL GOVERNMENTS IN CALIFORNIA ISSUED 
APPROXIMATELY $16.4 BILLION IN LONG- AND SHORT-TERM DEBT. THIS 
WAS ABOUT 68 PERCENT OF THE TOTAL DEBT ISSUED STATEWIDE. OF THIS 
TOTAL, ABOUT $13.2 BILLION OR 80 PERCENT WAS LONG-TERM DEBT. 
OF THE LONG-TERM DEBT ISSUED BY LOCAL GOVERNMENTS, 
REVENUE BONDS REPRESENTS THE CATEGORY WITH THE HIGHEST VOIJmE. 
IN 1986, APPROXIMATELY $4.8 BILLION IN PUBLIC ENTERPRISE AND 
CONDUIT REVENUE BONDS WERE SOLD BY LOCAL AGENCIES (ABOUT 
37 PERCENT OF THE TOTAL LONG-TERM LOCAL DEBT). THIS DEBT IS 
TYPICALLY SECURED BY REVENUES EMANATING FROM THE PROJECT TO BE 
FINANCED. JOINT POWERS AGENCIES (ALMOST $2.1 BILLION), CITIES 
(NEARLY $1.2 BILLION), AND MUNICIPAL UTILITY DISTRICTS (ABOUT 
$426 MILLION) WERE THE MOST 
BONDS. 
CERTIFICATES OF 
LOCAL SSUERS REVENUE 
AND THE 
SECOND HIGHEST WITH $4. SALES IN 1986. THIS 
LOCAL DEBT 
GENERALLY SECURED BY 
REPRESENTS 33 PERCENT OF THE TOTAL 
ISSUED IN CALIFORNIA. 
LEASE PAYMENTS PAID 
THE LARGEST LOCAL ISSUERS OF 
ISSUES 
IN LOCAL BUDGETS. 
TERMS OF VOLUME IN 1986 INCLUDE CITIES 
OF PARTICIPATION IN 
$ . BILLION 
COUNTIES (NEARLY $1.2 BILLION), AND JOINT POWERS AGENCIES 
$842 
SPECIAL 
LIMITED TAX 
CATEGORIES OF LOCAL 
INSTRUMENTS HAD $1 
BONDS 
ARE 
AND 
OF DEBT 
BILLION TOTAL 
ISSUANCE AND EACH REPRESENTED APPROXIMATELY SEVEN PERCENT 
OF THE LOCAL LONG-TE&~ DEBT 
OF SPECIAL BONDS 
198 CITIES WERE THE BIG ISSUERS 
ISSUANCE 99 MILLION) 
REPRESENTS ABOUT 86 OF THE TOTAL SPECIAL ASSESSMENT 
VOLUME. 
TAX 
(ABOUT 
(NEARLY $ 
BY 
MI 
PERCENT 
AGENCIES ALL OF THE TAX 
BONDS SOLD IN 86 IN TERMS LIMITED 
BONDS COMMUNITY FACILITIES DISTRICTS 
AND TRANS AND TRANSPORTATION DISTRICTS 
MILLION ISSUERS THESE ARE 
LIMITED--TAX 
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GENERAL OBLIGATION BONDS, WHICH WERE ONLY RECENTLY 
REAUTHORIZED FOR LOCAL GOVERNMENTS AND WHICH REQUIRE A TWO-THIRDS 
VOTE OF APPROVAL, TOTALLED ABOUT $387 MILLION IN 1986 OR ABOUT 
THREE PERCENT OF THE LOCAL TOTAL. THE MAJORITY OF THE LOCAL 
GENERAL OBLIGATION BOND ISSUANCE WAS UNDERTAKEN BY WATER 
DISTRICTS ($278 MILLION). 
IN TERMS OF WHAT WAS FINANCED THROUGH THESE LOCAL DEBT 
ISSUES, CAPITAL IMPROVEMENTS AND PUBLIC WORKS WAS THE SINGLE 
GREATEST CATEGORY--WITH ABOUT $10.1 BILLION OR 76 PERCENT OF THE 
LOCAL LONG-TERM DEBT ISSUANCE TOTAL IN 1986. POWER GENERATION 
AND TRANSMISSION REPRESENTS 32 PERCENT OF THE CAPITAL 
IMPROVEMENTS TOTAL. CITIES (ABOUT $3.2 BILLION), JOINT POWERS 
AGENCIES (ABOUT $3.0 BILLION), COUNTIES (NEARLY $965 MILLION), 
AND TRANSIT AND TRANSPORTATION DISTRICTS (ABOUT $937 MILLION) 
WERE AMONG THE MOST ACTIVE LOCAL ISSUERS OF DEBT FOR CAPITAL 
IMPROVEMENTS. 
OTHER PROGRAMS FINANCED THROUGH DEBT BY LOCAL AGENCIES 
IN 1986 INCLUDE REDEVELOPMENT (ABOUT $1.1 BILLION), HOUSING 
(ABOUT $558 MILLION), PENSION FUNDS AND SELF-INSURANCE (ABOUT 
$471 MILLION), HOSPITALS AND HEALTH CARE (APPROXIMATELY 
$437 MILLION), EDUCATION ($418 MILLION), AND COMMERCIAL AND 
INDUSTRIAL DEVELOPMENT ($177 MILLION),. 
LOCAL DEBT POOLING FINANCING ARRANGEMENTS 
LOCAL GOVERNMENTS CAN ISSUE DEBT ON THEIR OWN FOR THEIR 
OWN PROJECTS OR THEY CAN COME TOGETHER AND FORM SEPARATE ENTITIES 
AND ISSUE DEBT THROUGH THESE NEWLY-CREATED ENTITIES. JOINT 
POWERS AGENCIES 
ENTITIES WHICH MAY 
ARRANGEMENT. ( 
NONPROFIT CORPORATIONS 
CREATED 
POOLING DEBT. ARE 
AS THE PUBLIC 
AGENCIES 
ACTIVE ISSUERS 
SOME OF 
SAVINGS IN THE 
SEPARATE 
DEBT FINANCING 
ZE 
TERMS OF HOW 
AS 
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GENERAL (GOVERNMENT CODE 65 0 
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RIGHT--SUCH 
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AND LOCAL POOLING IN 
AND 
THE LEAGUE OF 
CALIFORNIA CITIES OF 
CALIFORNIA, AND THE CALIFORNIA SCHOOL BOARDS ASSOCIATION HAVE 
TO 
IN MOST CASES 
THE 
BENEFICIARIES OF THESE FINANCINGS 
CASES, 
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AN ISSUE WILL BE SOLD FOR TWO OR MORE ELIGIBLE PARTICIPANTS. THE 
ISSUER, WHICH IS THE JOINT POWERS AGENCY OR NONPROFIT 
CORPORATION, WILL NOT HAVE ANY OBLIGATION TO REPAY THE 
BONDHOLDERS. RATHER, THE INDIVIDUAL ENTITIES WHO BENEFIT AND WHO 
WILL SPEND THE BOND PROCEEDS PLEDGE THE SECURITY FOR THE BONDS. 
MOST OF THESE ISSUES HAVE INVOLVED THE ISSUANCE OF CERTIFICATES 
OF PARTICIPATION FOR A FAIRLY TRADITIONAL GOVERNMENTAL PURPOSE. 
IN A FEW CASES, DEBT HAS BEEN SOLD AND THE ULTIMATE 
BENEFICIARIES AND OBLIGORS HAVE NOT BEEN KNOWN AT THE TIME OF 
ISSUANCE. THESE ISSUES, COMMONLY REFERRED TO AS "BLIND POOLS," 
ARE LESS PREVALENT AS A RESULT OF THE ENACTMENT OF THE FEDERAL 
TAX REFORM ACT OF 1986. TYPICALLY, THE PROCEEDS OF THESE ISSUES 
ARE PLACED IN INVESTMENT AGREEMENTS WHICH PROVIDE THE DEBT 
SERVICE PAYMENTS TO THE BONDHOLDERS UNTIL SUCH TIME AS THE 
INTENDED BENEFICIARIES AVAIL THEMSELVES OF THE FUNDS RAISED 
THROUGH THE ORIGINAL ISSUE. AT THAT TIME, THE SECURITY IS OFTEN 
PROVIDED BY THE LOCAL GOVERNMENT WHICH BENEFITS FROM THE 
BORROWING. 
TWO "BLIND POOL" ISSUES HAVE BEEN SOLD IN CALIFORNIA 
SINCE THE ENACTMENT OF THE FEDERAL TAX ACT. THESE ISSUES BOTH 
REFERENCE THE 11 MARKS-ROOS LOCAL BOND POOLING ACT OF 1985 11 AS PART 
OF THEIR LEGAL AUTHORITY FOR ISSUANCE. (AS YOU ARE AWARE, THE 
SENATE LOCAL GOVERNMENT COMMITTEE WAS INVOLVED IN DRAFTING THE 
PROVISIONS WHICH EVENTUALLY BECAME THE "MARKS-ROOS LOCAL BOND 
POOLING ACT OF 1985. 11 ) ONE ISSUE WAS COMPLETED BY THE 
ASSOCIATION OF BAY AREA GOVERNMENTS, A JOINT POWERS AGENCY, AND 
ONE WAS COMPLETED BY THE CCFC FINANCE AUTHORITY, A JOINT POWERS 
AGENCY OFFSHOOT 
CORPORATION. 
THE 
BEEN 
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LOCAL PROJECTS IN A SINGLE DEBT FINANCING AND TO SELL BONDS IN 
ADVANCE OF KNOWING WHO THE BENEFICIARIES MIGHT BE--AS IN A "BLIND 
POOL 11 FINANCING. AS I JUST OUTLINED, BOTH OF THESE CAPABILITIES 
CURRENTLY RESIDE WITH LOCAL GOVERNMENTS THROUGH THE FORMATION OF 
JOINT POWERS AGENCIES. 
BASED ON A REVIEW OF SB 1295 BY THE STATE TREASURER'S 
OFFICE AND THE CALIFORNIA DEBT ADVISORY COMMISSION, I OFFER THE 
FOLLOWING TO BE CONSIDERED BY YOUR COMMITTEE AND THE CALIFORNIA 
LEGISLATURE AS YOU WEIGH THE CREATION OF A STATE FINANCING 
AUTHORITY TO POOL LOCAL DEBT FOR INFRASTRUCTURE: 
1. WHAT WOULD THE STATE'S OBLIGATION BE WITH REGARD TO 
THE BONDS AND BONDHOLDERS? ALTHOUGH THE BILL INDICATES THAT THE 
FULL, FAITH, AND CREDIT OF THE STATE WOULD NOT BE PLEDGED, OTHER 
PROVISIONS OF THE BILL COULD POTENTIALLY LEAD INVESTORS TO 
BELIEVE THAT THE STATE WAS PROVIDING A CREDIT BACK-STOP. THE 
CREATION OF THE SPECIAL DEBT SERVICE RESERVE ACCOUNT, WHICH WOULD 
BE FUNDED WITH APPROPRIATIONS FROM THE GENERAL FUND, IS ONE SUCH 
EXAMPLE. 
2. WHAT WOULD BE THE POTENTIAL EFFECT ON THE STATE'S 
OWN DEBT CAPACITY? PRESUMABLY, POOLED ISSUES WHERE THE LOCAL 
GOVERNMENTS ARE IDENTIFIED AT THE TIME OF ISSUANCE WOULD BE 
SOLELY SECURED BY THE REVENUE STREAMS PLEDGED BY THE LOCAL 
AGENCIES. HOWEVER, WHAT WOULD BE THE SOURCE OF THE RATING AND 
SECURITY ON "BLIND POOL" ISSUES? SOME BOND BANKS USE THE STATE'S 
RATING. THIS USE ABSORBS AND ERODES THE OTHERWISE AVAILABLE 
CAPACITY TO ISSUE DEBT BY THE STATE FOR OTHER NEEDED PROJECTS AND 
PROGRAMS. 
3. 
SIGNIFICANTLY 
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FEDERAL TAX-EXEMPTION 
STATED ITS INTENT 
ISSUED BEFORE A 
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5. WHAT IS THE ROLE OF THE STATE TREASURER? THE ROLE 
OF THE STATE TREASURER IS MORE CLEARLY DEFINED IN MOST OTHER 
STATE DEBT FINANCING AUTHORITIES. FOR EXAMPLE, THE STATE 
TREASURER IS OFTEN THE CHAIRMAN OF THE AUTHORITY. OTHER AREAS 
POTENTIALLY REQUIRING CLARIFICATION INCLUDE THE TREASURER'S 
POTENTIAL ROLE AS TRUSTEE, AS AGENT FOR SALE, AND AS THE 
INVESTMENT AUTHORITY._ 
6. HOW WOULD THIS FIN&~CING PROGRAM BE COORDINATED 
WITH THE MANY EXISTING DEBT FINANCING PROGRAMS WHICH CITIES, 
COUNTIES, OR SPECIAL DISTRICTS MAY ACCESS? TYPICALLY, HAVING THE 
STATE TREASURER AS CHAIRMAN HELPS TO ENSURE THIS COORDINATION. 
HOWEVER, SINCE THE LIST OF ELIGIBLE PROJECTS IS SO BROAD, SOME 
ADDITIONAL COORDINATION EFFORT MAY BE NECESSARY. 
7. LASTLY, WHAT WOULD BE ACCOMPLISHED THROUGH THIS 
FINANCING AUTHORITY THAT COULD NOT BE ATTAINED VIA THE LOCAL 
JOINT POWERS AGENCY OPTION WHICH CURRENTLY EXISTS--ESPECIALLY IF 
THE STATE'S CREDIT IS NOT USED? 
THESE ISSUES AS WELL AS A NUMBER OF OTHER SMALLER MORE 
TECHNICAL QUESTIONS ARE IMPORTANT CONSIDERATIONS TO BE EXPLORED 
BEFORE THE STATE CREATES A FINANCING AUTHORITY, AS PROPOSED BY 
SB 1295. 
CLEARLY, LOCAL GOVERNMENTS AND THE STATE GOVERNMENT 
NEED TO CONSTANTLY REVIEW THEIR LEVELS OF INVESTMENTS IN PUBLIC 
INFRASTRUCTURE TO ASSURE THE HEALTH, SAFETY, AND ECONOMIC WELL-
BEING OF THEIR COMMUNITIES AND THE STATE AS A WHOLE. HOWEVER, 
ANY POLICY SOLUTION TO ASSIST IN ENSURING ADEQUATE PUBLIC 
INFRASTRUCTURE INVESTMENTS SHOULD BE CAREFULLY STRUCTURED SO AS 
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NOT TO HAVE UNINTENDED EFFECTS ON THE STATE'S OWN CREDIT RATING 
OR OUR ABILITY TO ISSUE DEBT FOR CURRENTLY AUTHORIZ STATE 
PROGRAMS AND PROJECTS. 
A FINANCE AUTHORITY WHICH REDUCES COSTS AND IMPROVES 
MARKET ACCESS FOR LOCAL GOVERNMENTS COULD PROVIDE PART OF THE 
SOLUTION TO THE STATE'S PRESSING INFRASTRUCTURE PROBLEM. THE 
CALIFORNIA DEBT ADVISORY COMMISSION AND TREASURER'S 
OFFICE STAND READY TO ASSIST YOU AND THE CALIFORNIA LEGISLATURE 
IN ANY WAY TO ADDRESS THIS CRITICAL PUBLIC FINANCE POLICY ISSUE. 
# # 
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CALIFORNIA LOCAL AGENCY DEBT ISSUANCE, 1986 
BY TYPE OF DEBT INSTRUMENT 
Type of Debt Instrument 
Bonds 
Conduit Revenue (Private Obligor) 
General Obligation 
Limited Tax Obligation 
Publ Lease Revenue 
Tax Allocation 
Revenue (Public Enterprise) 
Special Assessment 
Subtotal 
of Participation 
and Financing Leases 
Commercial Paper 
Notes 
Bond Anticipation 
Grant Anticipation 
Revenue Anticipation 
Tax Allocation 
Tax and Revenue Anticipation 
Tax Anticipation 
Other Notes 
Subtotal 
TOTAL 
Debt Advisory Commission, October 15, 1987 
Amount Issued 
$854,120,326 
386,711,000 
1,054,845,000 
199,880,000 
1,071,672,000 
3,992,829,062 
1l153l216f530 
$8,713,273,918 
$4,365,914,262 
$174,000,000 
$19,331,200 
40,355,000 
166,510,000 
32,035,000 
2,837,706,000 
68,950,000 
46!415,000 
$3,211,302,200 
,464,490,380 
% of Total 
5.2 
2.3 
6.4 
1.2 
6.5 
24.3 
7.0 
52.9 
26.5 
1.1 
0.1 
0.2 
1.0 
0.2 
17.2 
0.4 
0.3 
19.5 
100.0 
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CALIFORNIA LOCAL AGENCY DEBT ISSUANCE, 1986 
BY PURPOSE OF THE FINANCING 
?urpos~ of the Financing Total Amount Issued % of Total 
I Financing 
Hous 
Mult family 
Single-Fami 
Subtotal 
Hospitals/Health Care 
Health Care Facilities 
Hospital 
Other/Multiple Health Care Purposes 
Subtotal 
Capital Improvements/Public Works 
Airport 
Bridges and Highways 
Convention Center 
Equipment 
Flood Control/Storm Drainage 
Parking 
Parks/Open Space 
Ports and Marinas 
Power Generation/Transmission 
Public Buildings (including jails) 
Public Transit 
Recreation and Sports Facilities 
Solid Waste Recovery Facilities 
street Construction and Improvements 
Wastewater Collection and Treatment 
Water Supply/Storage/Distribution 
Other Capital Improvements/Public Works 
Subtotal 
Commercial/Industrial Development 
Commercial Development 
I 1 Development 
Subtotal 
Other 1 above) 
TOTAL 
Debt Advisory Commission, October 1987 
$3,223,310,000 
$306,180,000 
$101,723,000 
320,821,000 
$8,450,000 
231,950,000 
251,780,000 
149,393,995 
24 029,240 
113,195,204 
63,897,326 
109,210,000 
3,206,865,000 
470,829,232 
713,301,000 
34,050,000 
46,208,954 
89,933,142 
613,502,953 
1,099,342,404 
2,883,329,286 
$10,109,267,736 
$54,485,000 
122,965,000 
$177,450,000 
$1,069,842,000 
7 4 
$16,464,490,380 
19.6 
1.9 
1.5 
3.4 
0.6 
1.9 
0.1 
2.7 
0.1 
1.4 
1.5 
0.9 
0.1 
0.7 
0.4 
0.7 
19.5 
2.9 
4.3 
0.2 
0.3 
0.5 
3.7 
6.7 
17.5 
61.4 
1.3 
0.1 
1.2 
2.5 
0.3 
0.7 
1.1 
6.5 
2.9 
100.0 
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CALIFORNIA LOCAL AGENCY DEBT ISSUANCE, 1987 
BY TYPE OF DEBT INSTRUMENT 
(through September 30, 1987) 
Bonds 
Revenue (Private Obligor) 
Obligation 
Limited Tax Obligation 
Publ Lease Revenue 
Revenue (Public Enterprise) 
Special Assessment 
Tax Allocation 
Subtotal 
Certificates of Participation 
and Financing Leases 
Commercial Paper 
Notes 
Bond Anticipation 
Grant Anticipation 
Revenue Anticipation 
Tax Allocation 
Tax and Revenue Anticipation 
Tax ipation 
Other Notes 
Subtotal 
Other Types (than listed above) 
TOTAL 
Total Amount Issued 
$999,676,592 
218,913,000 
430,205,000 
82,795,000 
2,624,733,400 
535,942,540 
956,645,000 
$5,848,910,532 
$1,359,383,988 
$175,000,000 
$2,914,000 
5,538,500 
98,200,000 
44,165,000 
1,653,060,000 
5,000,000 
96,235,000 
$1,905,112,500 
$25,485,389 
$9,313,892,409 
Debt Advisory Commission, October 15, 1987 
% of Total 
10.7 
2.4 
4.6 
0.9 
28.2 
5.8 
10.3 
62.8 
14.6 
1.9 
0.0 
0.1 
1.1 
0.5 
17.7 
0.1 
1.0 
20. 
0.3 
100.0 
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CALIFORNIA LOCAL AGENCY DEBT ISSUANCE, 1987 
BY PURPOSE OF THE FINANCING 
(through September 30, 1987 
Subtotal 
Hospitals/Health Care 
Health Care Facil 
Hospital 
Health Care Purposes 
Subtotal 
Capital Improvements/Public Works 
Airport 
Bridges and Highways 
Convention Center 
Equ 
ood 
Mult e 
Parking 
Parks/Open Space 
Ports and Marinas 
Drainage 
Improvements/Public Works 
Power Generation/Transmission 
il Facilities 
Improvements 
wastewater Col and Treatment 
water SupplyjStoragejDistribution 
Other Capital Improvements/Public Works 
Uses 
Subtotal 
Subtotal 
Redevelopment 
Other (than listed above) 
TOTAL 
Debt October 1987 
Amount Issued 
$1,78 ' 90, 00 
$242,440,000 
22,126,599 
6,525,000 
3 597 f 58 
15,533,101 
950,291,599 
54,330,000 
28,156,739 
8,600,000 
1,907,875,000 
170,070,000 
14,70 ,819 
27 1 50,000 
96, 500, 0 
f 0 ,000 
153,537,132 
328,280,990 
131,986,323 
$1,033,445,000 
$89 130,000 
,313,892,409 
% of 
19.2 
2.7 
2.5 
0.1 
4.7 
1.6 
6.4 
2.6 
0.2 
0.1 
0.6 
0.2 
10.2 
0.6 
0.3 
0.1 
20.5 
1.8 
3.4 
2.9 
1.0 
.0 
0.7 
1.1 
1.8 
1.1 
0.3 
1.4 
11.1 
1.0 
100.0 
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GRAY DAVIS 
P. 0. BOX 942850 
SACRAMENTO, CALIFORNIA 94250-5872 
What Do California Cities and Counties Think of the Proposed California Local 
Infrastructure Financing Authority? 
State Controller Gray Davis 
(Testimony Before the State Senate Committee on Local Government, Interim 
Hearing, October 28, 1987, Irvine California by State Controller Gray Davis, 
represented by Michael Bernick of the Controller's Executive Offices.) 
ier this year, I traveled throughout the state, meeting with local finance 
officers and auditor-controllers to determine what they saw as the emerging 
challenges in local fiscal affairs and ways of working with the State 
Controller's Office. A variety of issues were cited, including the impact of 
the Gann limit on local spending, the restrictions on short-term spending 
imposed by the new Congressional regulations, and financing of increased 
demands court services, services for the homeless and insurance costs • 
.... "''·"'""'"' ..... , the issue that received greatest attention was the financing of 
infrastructure projects. Near every local finance officer claimed to be short 
or money for hls or her local government's infrastructure needs. The money 
days of the 1960s and 1970s had come to an end, and local finance officers now 
facing reduced revenues. 
this, two other themes emerged: 
1. ffered dely as to which of the main 
infrastructure components--transportation, sewers and water 
improvements, public buildings, prisons, or schools--was in need 
of repa In some cities and counties roads and highways were 
identified as key shortcomings; in other cities and counties 
that had passed a sales increase for transportation, financing 
for roads and highways was being achieved. 
2. Most of the localities had begun to take advantage of the new 
financing tools made available in recent years, chiefly the 
ability to issue general obligation bonds with a two-thirds 
positive vote, made available with passage of Proposition 46 
last year. Also coming into greater use, the Mello-Roos 
financings. 
"need", the 
options on the state 
examining has been a 
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3. When asked, "Please indicate if you have had any experience 
a bond pool financing mechanism, "at least a third of 
the respondents cited the CSAC pools or the California 
Cities Financing Corp. A few of the respondents complained 
of the paperwork involved, but the majority characterized 
the arrangement as "positive". 
4. A brief description of the proposed Local Infrastructure 
Finance Authority was attached to the questionnaire, and the 
cities and counties asked, "As presently structured would 
you envision utilizing this Authority?". 58 of the 84 
respondents checked "Yes"; only a handful checked "No". A 
list of the cities and counties expressing interest in the 
Authority is attached. 
Comments were made by a number of the respondents. These comments were mainly 
in three categories. First respondents urged that any bureaucracy be kept to 
a m1mmum. The city of Burlingame asked, "Why not expand the role of the 
existing debt advisory commission rather than creating one more bureaucracy?", 
while the city of El Centro noted, "The State's role should be to assist 
designated local entities with the least amount of bureaucracy possible", and 
the County of Kings added, "For our small issues, $5-6 million, the difference 
in interest is not usually significant enough to wait around for the Authority 
and the paper shuffling", and the town of Corte Madera worried about "further 
state interference with local finance". The City of Lemoore worried that "The 
more involved the state becomes the more often the bureaucratic process takes 
over." 
Second, respondents worried that the timing of the pool be flexible, so that 
financing would be available when needed. The City of Anderson wrote, 
"Timing- 11 others be ready to proceed when \ve want to proceed?", while the 
Town of Danvil and City of Beverly Hills placed "timing of the pool" as a 
main consideration. 
Th , respondents emphasized that local decision-making in the structure and 
consultants not be impaired. A number also wondered about how the pool's 
ratings would impaired upon the failure of any one member to pay. The City 
of Inglewood ted as its concerns the "lack of flexibility; reliability of 
issuers the pool". 
na ly, there were the cities and counties who asked for a greater state role 
in revenue generation. A number of the cities and counties asked for greater 
state financial involvement in wastewater and transportation projects. The 
County of Lassen suggested "Grants to small counties with no funds" and the 
ty of Arvin urged "direct grants, in particular to small cities (under 
15,000) who are in desperate need of financial means to construct or 
revitalize infrastructure". The County of Humboldt stated, "Send money". 
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County Supert~isors 
"'~tssociation of Cnlifo1•nia 
A STATE BOND POOLING AUTHORITY FOR CALIFORNIA: 
PIPE DREAM OR REALITY? 
County Supervisors Association of California Testimony 
before the 
Senate Local Government Committee 
October 28, 987 
Irvine City Council Chambers 
Irvine, California 
CSAC EXECUTIVE COMMITTEE President, KAY CENICEROS. Rivers1de Counly Ill First Vice President, BARBARA SHIPNUCK. Monterey County II Second 
V1ce President. BILL COATES <'lumas County II Immediate Past Pres1dent. LES BROWN, Kmgs County II JUDY ANDREEN. Fresno County II MICHAEL D. 
ANTONOVICH. Los Angeles County II CRAWFORD BOST. Nevada County II ILLA COLLIN, Sacramento County II JERRY DIEFENDERFER. San LUIS Obispo 
County II AL GINSBURG. Madera County II WILLIE KENNEDY. City & County of San Francisco II SUNNE WRIGHT McPEAK, Contra Costa County II PETE 
PETERS. Shasta County II HARRIETT M WIEDER. Orange County II LEON WILLIAMS, San Diego County II ADVISORS: Administrative Officer. RICHARD 
WITTENBERG. Ventura County Ill County Counsel. CHARLES MACK, Yolo County 
Sacramento Office I 1100 K Street, Suite 101 Sacramento, CA 95814-3941 I 916-441-4011 
AH of the 
- 109 -
pooled efforts of CSAC, the League of California Cities, California School Boards 
Association, and various COGs throughout the state. To develop a new, state-
controlled bond pool (or bond bank), seems both duplicative and unneeded. Also, if 
the state determines to proceed with the bond bank, issuing $500,000,000 in bonds 
may preempt the market, and discourage existing, local pools. 
The CSAC Finance Corporation and our Lease Authority provide efficient, 
economical financing to member counties and other local governments. We are non-
bureaucratic, have a hands-on, knowledgeable relationship with our members, and 
provide substantial savings to our borrowers. We would prefer that the state not 
get involved, however, if the state determines to proceed, we request that 
membership be voluntary, that existing pools be allowed to continue without new 
and burdensome regulations, and that the state work cooperatively· with local 
government rep~esentatives to provide the very best financing for infrastructure 
needs. 
In conclusion, we pose the following questions: 
o Why do this at all? Is there an identified need? 
o Why compete with existing pools of CSAC, LOCC, CSBA, and COGs? 
o Would the state effort be better expended on developing new revenue 
sources, operational and maintenance grants, and other infrastructure 
revenues? 
o Could we solve a part of the . infrastructure funding proble~ by 
·reexamining reimbursement levels for mandated state· services performed 
at the local level? 
Thank you for the opportunity to comm.ent. CSAC stands ready to assist this 
committee in the development and implementation of legislation beneficial to 
improving the infrastructure of California local governments. 
0 0 0 
c FI 
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Cou11lg Supel~t·isol~ 
jfssoc•iatioll of Califol·llia 
CSAC FINANCE CORPORATION 
Annual Report 
Formed in March, 1986, in response to CSAC member requests for creative financing 
of capital needs, the CSAC Finance Corporation has far exceeded expectations in its 
first full year of operations. The directors of the Finance Corporation originally 
intended member counties to access the pooled loan authority for leases of 
equipment and capital improvements within their counties. The Finance Corporation 
now offers a variety of services, including pooled loans, pooled industrial 
development bonds, and a structured settlement agreement program. 
The California. Counties Lease Financing Authority (CCLFA) is a joint powers 
authority between twenty-nine participating counties, formed for the purpose of 
financing capital projects. The authority has issued $291,125,000 in certificates of 
participation, against which the member counties draw down funds for specific 
projects. Since the issuance of the certificates preceeded the new tax laws, this 
pool falls under the old tax regulations, making the financing very attractive to the 
participating counties. The financial team for this program is composed of 
Prudential ·Bach,e; Laff, Stowe and Associates; Finley, Kumble, Wagner, et al; and 
Dai Ichi Kangyo Bank of California. 
Bonds for Industry is a joint project of CSAC and the California Manufacturers 
Association (CMA). The program offers a comprehensive pooled industrial 
development bond program for all member counties who choose to participate. Since 
the Tax Reform Act has eliminated incentives for banks to be involved with tax 
exempt transactions, access to the national market through a composite issue is now • 
a most cost-effective approach. Bonds for Industry is particularly attractive for 
small and medium sized counties and indusfries, since the minimum borrowing is only 
$250,000. By pooling smaller issuers, economies of scale can be passed on ot the 
industrialist. This program also provides. for pooled, taxable issues for commercial 
and retail development. The financial team for Bonds for Industry includes HB 
Capital Resources, Inc.; Union Bank of California; Smith Barney; Orrick, Herrington, 
Sutcliffe, et al; and CMA Services Corporation. ~ 
The Structured Settlement Agreement Program (SSA) provides all counties in 
California with timely, professional information and advice on the settlement of 
personal injury and workers' compensation claims. With the trend toward more 
litigation and larger awards, use of structured settlements has grown due to the 
benefits they provide all parties. CSAC will be offering seminars and training 
sessions on structured settlement agreements, as well as expertise in placing a 
settlement. CSAC has contracted with Bergen Settlement Company, Inc., for this 
service, provided free of charge to all interested members. 
Attached are detailed descriptions of each service provided by the Finance 
Corporation. Contact Tom Sweet or Steve Swendiman for staff assistance. 
CSAC EXECUTIVE' COMMITTEE. President, KAY CENICEROS. Rtversode County First Voce President. BARBARA SHIPNUCK. Monterey County Ill Second 
Vtce Presodent. BILL COATES. Ptumes Count.y Ill Immediate Past Presodent. LES BROWN. Kings County Ill JUDY ANDREEN. Fresno County Ill MICHAEL D 
ANTONOVICH Los Angeles County a CRAWFORD BOST. Nevada County Ill ILLA COLLIN, Sacramento County Ill JERRY DIEFENDERFER. San Luis Obospo 
County Ill AL GINSBURG. Madera County Ill WILLIE KENNEDY, City & County of San Francosco Ill SUNNE WRIGHT McPEAK, Contra Costa County Ill PETE 
PETERS. Shasta County Ill HARRIETT M WIEDER. Orange County a LEON WILLIAMS. San Diego County Ill ADVISORS Administrative Offocer. RICHARD 
WITTENBERG. Ventura County Ill County Counsel. CHARLES MACK. Yolo County 
Sacramento Office I 1100 K Street, Suite 101 I Sacramento, CA ·95814-3941 I 916-441·4011 
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CALIFORNIA COUNTIES LEASE FINANCING AUTHORITY 
Pro iect A mt. 
2,965,000 
3,000,000 
3,500,000 
1,450,000 
6,400,000 
5,300,000 
PARTICIPATION AGREEMENTS 
CSAC I 
Project Pescriotion 
Building 
Equipment 
Building 
Building 
Equipment, property 
Building, Equipment 
Takedown Amt. 
2,965,000 
3,705,000 
"4.500,000 
1,450,000 
5,005,000 
5,300,000 
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CSAC STRUCTURED SETTLEMEI"T PROGRAM 
Structure.: settlements have become popular tools for settling personal injury and 
workers· compensation claims. A structured settlement is anything other than a 
one-time, Jump sum payment used to settle a claim or lawsuit. With the trend 
toward more litigation and larger awards, use of structured settlements has grown 
because of ·the benefits they provide to all parties. Although this concept is 
relatively new, it is not complicated. 
Historically, the majority of injured parties with large cash settlements have 
virtually no money left within a few year~. By designing a stream of periodic 
payments the needs of the plaintiff may be met. Payments can be paid monthly, 
quarterly, semi-annually, or annually. They can be paid with a compound interest 
feature and for a guaranteed amount of time. Typically a life insurance annuity 
contract is purchased to provide a structured settlement's stream of payments 
There are a number of reasons to structure a settlement. Many times tsJc; county 
can save money· when compared to the costs of a lump sum settlement. Once a 
structure is in place the file can be closed and the administration .left to the 
annuity company. Benefits are tax-free to the claimant .as long as the closing 
documents are prepared properly. One of the major considerations for counties is 
the concept of social engineering. With a structure the case can~t be squandered. 
within a short period of time and you can guarantee payments over a specific time 
span. 
CSAC is now m a position to offer a service to member counties to aid in settling 
personal injury claims. CSAC has entered into an agreement w~ the Bergen 
Settlement Company, Inc. to provide information and expertise in placing a 
structured settlement. They will be providing information to the members through 
publication, seminars and visits to your counties. We are very excited about 
offering this service to you and feel it can have a very dramatic impact in 
concluding litigation favorable for all parties. 
Ill 
D 

CSAC FINANCE INSTITUTE 
CSAC and the County Treasurers Association are sponsoring an annual finance 
institute. The University of Southern California will act as facilitator for the 
institute. Various private sector corporations will p.rovide lecturers and panelists 
for the two day conference. 
As a part of the Institute, USC and CSAC have also developed a certificate and 
masters degree program, as well as an internship. USC will offer a variety of 
seminars on finance-related topics during the year. In January of each year, the 
jointly spon.sored institute will be held in either San Francisco or Los Angeles. 
Coursework will be offered at both the southern and northern campuses of USC, 
and students may pursue either a certificate in public finance, or a masters in. 
pu~lic administration with an emphasis i~ public finance. 
The internship program will be operated by CSAC in C011junction with USC and the 
private se.ctor. ·Opportunities 'in county government, the private sector, the state 
offices of finance, and other Jocal government experiences will be provided to the 
interns. Employers will be asked to assist the interns with stipends, and the 
private sector will be asked to donate to the program annually. 
This program affords county officials, both technicians and policy makers, to gain 
valuable training in public finance. The association with USC will allow for 
academic advancement, and the involvement of the private sector will link the 
student with the private finance world. 
staff assigned to this program is Tom Sweet. 
.... 
••• ....
••• 
••• 
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advance, without specifying exactly which projects or cities would be 
involved, but instead defining certain criteria and uses for which the 
blind pool bond proceeds may be used. This approach is similar to what 
is proposed for SB 1295. The other approach is a defined pool, or one in 
which several cities or other entities join together and specifically 
define the nature and amount of bonds to be issued for each entity. ~ 
To date, the League's CCFC has accomplished nine separate bond issues 
since 1985. The largest, and most recent issue is a blind pool financing 
of $200 million which will be open cities and certain other public 
entities meeting a minimum credit rat ng of Baa or better. Other bond 
issues of CCFC have been defined bond pools which ranged from $585,000 to 
$4.8 million, and have included a total of 27 cities to date. 
CCFC is the first statewide bond pool authority, and with the recent 
blind pool issue of $200 million on October 8, 1987, a new financing 
alternative is available for cities and other agencies to borrow on a far 
more timely basis than typical pools, and at a fixed rate of 9-1/4 
percent. The CCFC financing authority has issued 30-year bonds which are 
federally tax-exempt revenue bonds issued in today's market, that will be 
available over an extended period to finance needed public improvements. 
The bonds were issued pursuant to the Marks-Roos Bond Pooling Act of 
1985, which permits a joint powers authority to issue bonds for the 
purpose of acquiring eligible local obligations issued by California 
municipalities. 
The CCFC has made debt financing available to many small cities at a 
proportionately lower financing cost than would otherwise be the case for 
their relatively small financing needs. A list of projects financed by 
CCFC is attached to the text of my remarks. As you can see, the amount 
financed ranges from $77,500 to $1.4 million. Eighty percent of the 
twenty-seven financings are for less than $1 million. Since many of the 
debt issuance costs are essentially the same for a small or large issue, 
there is an obvious economy of scale involved in these pooled issues. 
A 1 so, there is a substantia 1 potentia 1 for reduced interest costs from 
the recent $200 million blind pool issuance. For example, the City of 
Santa Barbara recently sold $10 million in thirty-year bonds at an 
interest cost of 9.33 percent on October 20. If the CCFC blind pool had 
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have been successful in getting the necessary two-third voter approval, a 
success rate of only 44 percent. 
As you know, since 1979 Proposition 4 (Article XIIIB of the California 
Constitution) has placed an overall id on the use of tax dollars by 
local government and the state. Voter approved debt is one of the~few 
exceptions to the Article XIIIB limit. However, only if the debt existed 
before January, 1979, or is subsequent 1 y approved by voters can debt 
service be excluded from the limit. 
In November, 1986 Propositi on 62 was approved by the voters and now 
requires that any new or increased tax by local government be approved by 
the voters. A general tax, which is not dedicated for a particular 
purpose, requires a majority vote; and a special tax, which is earmarked 
for a particular purpose, requires a two-third voter approval. 
Finally, even fees and charges are 1 imited by statutory 1 aw (primarily 
Government Code Sections 54990 et. seq.). If fees or charges are levied 
by 1 oca 1 government in an amount that exceeds the cost of services 
financed, voter approval is required, and in most cases it is a 
two-thirds vote requirement. 
These constitutional and statutory limitations on local government 
finance have resulted in placing local government finances in a tightly 
defined box, which makes it difficult to accumulate sufficient funds for 
infrastructure financing, and even makes it difficult to generate 
sufficient revenue if the cost is spread over many years through debt 
financing. This is further compounded by the elimination of federal 
revenue sharing, which historically was a major source of city capital 
improvement financing. 
Therefore, a major constraint on local government infrastructure 
financing is the availability of revenue. Any consideration of 
pay-as-you-go or debt financing must be based upon the availability of a 
sufficient revenue stream. For debt financing, the ideal financing 
method is one which brings with it a revenue stream to pay off the debt, 
and preferably requires less than a two-third vote or no vote to 
implement. General obligation bonds bring with them the authority to 
levy additional property tax rates to retire tne debt, but require a 
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While SB 1295 offers the advantages of a statewide blind bond pool, it 
does not appear to offer advantages that cannot be accomplished now under 
existing 1 aw by other 1 oca 1 government poo 1 s. As noted earlier, the 
league's CCFC is the first statewide authority ava i1 ab 1 e to cities as 
well as other public entities. CSAC and others have formed similar bond 
pools under existing law. The Marks-Roos local Bond Pooling Act of 1985 
and other statutory authority permit creation of the same kind of bond 
pool proposed in SB '1295. SB 1295 does provide for a supplemental 
reserve which is not provided by the league and others, and this may 
result in somewhat reduced borrowing costs over 1 oca 1 government bond 
pools. 
A major difference for cities is that SB 1295 creates an authority with 
only one city representative, while CCFC has a board of directors with 
nine members, all of which are city officials. The CCFC bylaws provide 
for three city managers, three finance directors, and three elected 
officials. 
However, with amendments, we feel that SB 1295 could offer significant 
advantages over the bond pools which are avail ab 1 e under current 1 aw. 
Page 3 of your staff report noted three alternative choices for how 
Californians might pay for local public works. One is for state 
government to raise the needed revenues and then a 11 ocate the funds to 
local agencies, with the advantage of using the state's highly rated 
credit to achieve a much 1 ower. borrowing cost. The second alternative 
suggests a decentralized approach that is similar to what we now have. 
The third approach suggested is a bond bank, which is described as a 
hybrid of the first two. However, what is missing in this hybrid is the 
ability to take advantage of the state's superior credit rating. 
We would suggest a self-liquidating bond pool authority be created by the 
state which is financed through debt-service payments by participating 
local government agencies, but is ultimately secured by the state's full 
faith and credit in order to achieve the state's superior credit rating 
(Aaa). This could be a self-liquidating pool structured similar to the 
existing program for veteran's home loans. local agencies would finance 
the debt but benefit from the state's high credit rating. In order for 
local government bond pools to achieve a rating that could even approach 
jhl 
the state's hi 
credit 
As noted in 
procedures found 
a t presents 1 i 
available ties. 
state authori 
accomplished 
i shed as 
additional state 
significantly r 
4 
d neces 
es 
1 
tive 
as 
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d 
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City of Orange 
City of Orland 
City of El Centro 
City of Galt 
City of Turlock 
Town of Paradise 
City of Coachella 
CALIFORNIA CITIES FINANCING CORPORATION 
Projects Financed 
construction of water reservoir 
and wells 
construction of city hall 
acquisition of post office building 
for offices and museum 
development of park including diamonds, 
bleachers, lighting, parking, etc 
extension of water and sewer lines 
acquisition of land for public works 
maintenance yard; construction of 
animal shelter 
acquisition of automobiles, tractor, 
roller, mower, trucks, and electronic 
distance measuring machine 
City of Culver City acquisition of 9 refuse collection trucks 
City of West Covina acquisition of telephone system, copy 
machine and microcomputer system 
Palos Verdes acquisition of automated library system 
Library District 
City of Livingston construction of city hall 
City of Delano acquisition of refuse disposal trucks 
City of Fontana acquisition of police information 
system and business information system 
City of Santa Monica acquisition of aerial ladder fire truck 
City of Thousand Oaks acquisition of land and construction 
of community information center 
City of Anderson purchase of bank building for conversion 
to police department offices 
City of Atwater construction of corporation yard 
containing a building, fueling facility 
and covered equipment storage area 
City of Farmersville expansion of sewage treatment plant 
$ 1,230,000 
$ 
$ 250,000 
$ 300,000 
$ 450,000 
$ 77' 500 
$ 141,000 
$ 130,200 
$ 905,000 
$ 700,000 
$ 500,000 
$ 400,000 
$ 171,716 
1, 400,000 
$ 285,897 
$ 400,000 
$ 180,000 
$ 750,000 
$ 500,000 
Ci of Fort Bragg 
City of Manteca 
Ci of Rial 
- 1 6 
i sit ion 
computer facilities; 
treatment ant 
enlargement 
c Center 
sit ion 
computer equi 
i 
Susanville construction new sewage 
Consolidated Sanitary facilities 
District 
Ci of Clovis 
City of Dixon 
of ty 
City of Madera 
Ci Mendota 
acquisition 
(heavy equi ) 
of landfill improvements 
construction 
park improvements 
senior center 
reservoir 
construction sewer lines 
on 
a 
$ 
$ ,215 
$ ,005 
$ ,170 
$ 
$ 1,1 
$ 1, 5, 
$ 1, 
$ 
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